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WORLD NEWS 

Ulster Unionists 
walk out of the 
Northern Ireland 
peace talks 

The pro-British Ulster Unionists 
walked out of the Northern 
Ireland peace t alks after a row 
over the Irish Republic's territo- 
rial claim to the region. Unionist 
leader David Trimble accused 
Irish negotiators of refusing to 
amend Dublin's claim ahead of a 
final settlement Page 11 

US greenhouse gases emissions 
surged by 3.4 per cent in 1996, the 
US energy department said. Page 
S; US holds key to climate treaty. 
Pages 

Many of Japan's largest 
companies - incl uding Sony and 
Nissan - are preparing to use the 
European single currency soon 
after the planned 1999 starting 
date for Emu. Page 2 

Leszek Balcerowicz, architect 
of Poland's tree-market reforms, 
is set to return as finance minis - 
ter. Page 4; Editorial Comment, 
Page 15 

Elections in Spam’s 
north-western region of Galicia 
have brought a triumph far the 
ruling Popular Party, crushed the 
opposition Socialists and con- 
finned the emergence of Galician 
nationalism. Page 3 

France’s left-wing government is 
being pressed to introduce a 
human rights element into its 
foreign policy. Page 3 

Tho Bundesbank wants 
continued efforts by German 
wage negotiators and the govern- 
ment to combat “unacceptably 
high” unemployment through 
moderate pay rises, job flexibility 
and lower taxes. Page 2 

Mesut Yilmaz, Turkey’s prime 
minis ter, promised to privatise 
the country’s state-owned banks 
by the end of 2000. Page 4 

Two Hollywood films about 
Tibet and its ariled spiritual 
leader the Dalai Lama - Seven 
Years in Tibet and Disney's Kun - 
dun - will not be shown in Hong 
Kong after distributors declined 
to buy the rights. It raised fears 
about self-censorship in the terri- 
tory following its return to 
China. Page 16 

China’s economy grew rapidly in 
the first nine months of 1997. but 
a late slowdown raised fears of a 
rate cut. Page 8 

The White Houao dismissed 
Republican allegations that it 
doctored videotapes of meetings 
between President Clinton and 
campaign contributors. Page 5 

Slobodan MBosevfc, 

Yugoslavia's president, suffered 
another blow when one of his 
closest allies was defeated in 
Montenegro’s presidential elec- 
tions. Page 4 

Israeli prime minister Benjamin 
Netanyahu is prepared to stop 
new settlement plans but will 
insist work already under way 
continues. Page 6 

Japan’s trade surplus was up 
again in September, registering a. 
year -on-year rise of 37 per cent to 
Yl,065bn ($8-8bn). Page 8 

The US embassy in Beijing 
hopes China will free jailed dissi- 
dents ahead of the s ummi t 
between President Jiang Zemin 
and President Clinton. Page 8; 
China's global rale. Page 14 


Markets 


Adtranz, the rail transport joint 
venture between ABB and Daim- 
ler Benz, warned of “significant 
losses" for 199 7 foll owing a fourth 
quarter restructuring charge, and 
said 3.600 jobs would be cut in 
Germany and Italy. Page 21 

Acarafia, the statecontroDed 
Spanish steel group backed by 
Arbed of Luxembourg, agreed to 
buy Aristrain, Spain's top pro- 
ducer of “long" p roduc ts for con- 
struction, in an equity swap 
worth Pta40bn ($268.4m). Page 21 

Japan’s recent stock market fall 
is set to leave the 20 leading Jap- 
anese banks registering paper 
lasses on the shares they hold of 
more than Y2,000bn ($16.6bn). 
Page 17 

Dahea Europe became the 
second Japanese investment 
bank to venture into the UK pub 
market by backing Avebury Inns, 
which is to acquire 147 licenced 
houses from Wolverhampton & 
Dudley Breweries. Page 17 

Promodte, the French retailer, 
remained upbeat in its hostile 
takeover attempt for rival 
Casino, in spite of indications 
that the majority of Casino’s Gui- 
chard family shareholders oppose 
the bid. Page 21 

Footer 1 * , the Australian brewer, 
says it has completed its Asian 
strategy with a A$7&n (US$57m) 
investment in two Vietnamese 
breweries. It already has 
opera turns in China and India. 
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French partner 
seeks talks 
with Siemens 
on BNFL move 

Fra ma tome, the state-owned 
French nuclear power plant man- 
ufacturer, called for talks with 
Siemens of Germany about its 
planned S900m merger with Brit- 
ish Nuclear Fuels, saying it 
might have to rethink their 10- 
year-old partnership. Page 3 

SKF of Sweden, the world's main 
supplier of rolling bearings, is to 
cut more than 2^00 jobs, almost 5 
per cent of its workforce, in a 
drive to prune costs and boost 
efficiency. Page 17 

li ng e rer is to strengthen its grip 
an the global ice cream market 
by paying $930m to acquire 
Kebon, Brazil's largest ice cream 
business, from Philip Morris. 

Page 16 


Softwajfegr^tip accused of abusing monopoly 


Microsoft could face 
fines of $lm a day 


Far East stocks head south 
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bonis 


KPMO and Ernst & Young said 
they had been in serious talks for 
only two weeks about merging to 
create the world's largest accoun- 
! tancy firm with annual revenues 
of more than $18bn. Page 17; 
Observer. Page 15 

Honda, Japan's third-biggest car 
company, raised the stakes in the 
environment race with two new 
engines offering unprecedented 
emission reductions and fuel con- 
sumption of about 70 miles per 
gallon. Page 16 

Bic, the French lighters, pens 
and razors group, said it had suc- 
cessfully completed acquisition of 
the SheafFer pen company for 
about $33m. Page 21 

London Metal Exchange 

signalled radical reform in the 
way it operates in a bid to stop 
any further fell in the number of 
its ring dealing members and to 
reduce market “aberrations”. 
Page 17 


By Louise Kehoe and Nick 
Denton in San Francisco 

The US Justice Department 
yesterday asked a federal judge 
to impose fines of pm a day on 
Microsoft claiming the software 
company had violated terms of a 
1995 anti-trust settlement 
agreement 

Janet Reno, the attorney- 
general, and Joel Klein, head of 
the Justice Department anti-trust 
division, alleged that Microsoft 
was forcing personal computer 
manufacturers to license the 
Microsoft internet browser pro- 
gram by illegally “bundling” the 
product with Windows 95, the 
most widely used PC operating 
system. 

“Microsoft is unlawfully taking 
advantage of its Windows monop- 
oly to protect and extend that 
monopoly” in violation of the 
1995 settlement or “consent 
decree”, they said. 

Microsoft said it was confident 
it was operating within the terms 
of the consent decree. 

“Our product improvements 
and innovations are entirely to 
the benefit of consumers, which 
is what competition laws are 
there to encourage," the com- 
pany gflld 

Combining a browser with an 
operating system was part of the 
“natural evolution” of PC tech- 
nology, the company claimed. 
The goal was to give PC users 
access to information - whether 
that information be stored an the 
PC, or on other computers on a 


corporate network or on the 
internet. 

The Justice Department action 
comes amid growing industry 
concern that Micr osoft aims to 
extend its power base in PC soft- 
ware to control access to the 
internet. 

At least six state attorneys- 
general have «iw launched sepa- 
rate investigations into the com- 
pany's business practices in 
recent weeks. 

Microsoft is wnniwg under 
pressure from consumer gr o p p p 
such as the Consumer Project an 
Technology, which is associated 
with Ralph Nader, a long-time 
campaigner for consumer rights. 

In Europe, competition regula- 
tors at the European Commission 
said last week that they, too, 
were investigating various 
aspects of Microsoft’s business 
practices, including complaints 
related to internet access. 

The Justice Department con- 
tends that Microsoft is illegally 
“tying” the licensing Of operating 
systems, in which it is the 
market leader, to the licensing of 
its Internet Explorer browser 
program. 

Microsoft has 30 per cent of the 
browser market, behind Net- 
scape, which has approximately 
60 per cent But Microsoft is gain- 
ing rapidly on its competitor, 
according to industry analysts. 

“This is a very serious abuse.” 
said Mr Klein. He said Microsoft's 
actions were designed to under- 
mine Netscape. 

Justice Department officials 


said Microsoft should be fined 
Jim a day for each day that the 
company continues the current 
practice. 

The department is seeking an 
injunction to force Microsoft to 
stop the alleged violation and to 
inform consumers who use Win- 
dows 95 that they can use any 
compatible browser, including 
those from competitors such as 
Netscape. 

At present, PC purchasers can 
i»hnngB tO inW»H wi ther the. Micro- 
soft or the Netscape browser. 
Both work with Windows 95, but 
the Microsoft browser comes free 
of charge while Netscape charges 
about $50 for its latest browser 
software. 

Moreover, the next generation 
of the Windows operating sys- 
tem, due to be released next year, 
will come with a built-in Micro- 
soft browser. 

Separately, the Justice Depart- 
ment is also believed to be scru- 
tinising Microsoft's $15Qm invest- 
ment in Apple Computer, in 
exchange for which the troubled 
personal computer maker has 
agreed to guide its customers 
toward using Microsoft's Internet 
Explorer software. 

Mic r oso ft shares were trading 
at $131 at midsesslan yesterday, 
down $1% from Friday’s close. 
The company was scheduled to 
release its third-quarter earnings 
statement after the close of trad- 
ing yesterday. 

Netscape Communications 
shares were up $5% at $40ft at 
mid-session yesterday. 
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SE Asian markets 
hit by economic 
and political woes 


ITT hotels agrees to $9.8bn 
bid from Starwood Lodging 


By Richard Tomkins 
in New York 

ITT, the Sheraton hotel company 
fighting a hostile bid from the 
Hilton Hotels group, has agreed 
to be taken over by Starwood 
Lodging Trust, a small US prop- 
erty company, in a cash-and- 
stock deal worth S9.Sbn. 

If it goes ahead, the deal will 
end ITT’s 77-year history as an 
independent entity and Mr Rand 
Araskog’s 18-year reign as the 
company's chairman and chief 
executive. 

It will also catapult Starwood 
Lodging into the position of the 
world's biggest hotel company in 
terms of market capitalisation, 
with some 650 hotels in 70 coun- 
tries operating under the Shera- 
ton, Westin, Ciga and other 
names. 

Starwood Lodging is a fast- 
growing real estate investment 
trust specialising in hotel acqui- 
sitions. It has a “paired share" 
structure, based on its operating 
companies: a property invest- 
ment company that pays no cor- 
porate income tax. and a prop- 
erty management company that 
operates the hotels it owns. 

Last month Starwood Lodging 
announced a deal to buy Westin 
Hotels & Resorts, an up-market 
US hotel chain, from an invest- 
ment group for $540m in cash 
and securities and Sl-03bn in 
assumed debt 

When the Westin acquisition is 
completed. Starwood Lodging 


will own or manage 162 hotels in 
24 countries. ITT owns, manages 
or franchises 424 hotels in 62 
countries, and owns the Caesars 
casino chain. It also owns the ITT 
World Directories yellow pages 
company and a controlling stake 
in ITT Educational Services, a 
chain of technical schools. 

Starwood Lo dging is offering 
$82 for each of ITTs shares, $87 
of it in Starwood stock and $15 in 
cash. T he c ompany would also 
assume ITTs debt of $3£bn, put- 
ting a total value on the transac- 
tion of $13.3bn. 

Hilton Hotels is asking ITTs 
shareholders to tender their 
shares for $70 a share in cash, 
valuing the company at $8Jftm, ' 
plus the $3.5tra debt But once it i 
had passed the 50 per cent level, j 
giving it control of the company, ' 
it would acquire the rest of the 
stock at $70 a share in Hilton | 
shares. 

ITT has been fighting to keep 
its independence since January, 
when Hilton Hotels first made its 
hostile approach. In July, it 
announced plans to split itself 
into three and buy back 26 per 
cent of its stock, but last month a 
Nevada court ruled that it could 
not pursue the plan without 
shareholders' agreement 

That left ITT looking for alter- 
native defences in the run-up to 
its annual meeting on November 
12 . when shareholders will 
choose whether to elect ITTs 
board of directors or an alterna- 
tive slate proposed by Hilton 


Hotels. Mr Bruce Turner, an ana- 
lyst at Salomon Brothers, said: 
“It certainly shows a major 
change from NTs previous posi- 
tion that it absolutely, positively 
would not selL Now, without a 
doubt, they have acknowledged 
that they will sell the company.” 

Wall Street seemed unsure as 
to the lik ely o utcome yesterday. 
Although rrrs share price rose 
$S£ to $75# in early afternoon 
trading, it was still well short of 
Starwood Lodging's offer price. 


By Our International Staff 

Political uncertainties, corpo ra te 
bankruptcies and worries over 
the trend in Wall Street battered 
several Asian currency and stock 
markets yesterday. 

In Thailand, the baht and 
share prices fell sharply as the 
government failed to find a 

replacement for Thanong Bidaya 

as finance minister and thou- 
sands took to tiie streets to call 
oh prime minister Chavalit 
Yongchaiyndh to resign. 

The Thai stock market fell 8.1 
per cent, while the baht fell to 
Bt37.67 to the US dollar, com- 
pared with BtiHLSO on Friday. 

In Hoag Kong, fears of a rise 
in interest rates prompted a slide 
in share prices. The blue-chip 
Hang Seng index lost 4.6 per cent 
to sink below 13,000 points, its 
lowest close for . almost six 
months and almost 4 per cent 
below Its level at the beginning 
of the year. 

Investment, analysts said the 
downturn in Hong Kong-, was. 
triggered by falls' on Wall Street 
at the end of last week. Bands 
also fefi and interest rates rose 
amid fears that south-east Asia's 
currency upheaval could affect 
the Hnng Kong dollar. 

In Malaysia, disappointment 
with last week’s budget forced 
share prices and the ringgit 
down as analysts concluded that 
the gmvernniestt had felled ade- 
quately to address structural 
economic problems. The Kuala 
Lumpur dock exchange’s main 
index fell 3*88 per cent The ring- 
git was trading at MS3.3275 to 
the US dollar late yesterday, 


down from M$3.22 on Friday. 
“Malaysia wants, to be the only 
[south-east Asian] country which 
is hoping to ride ont the trouble 
by not doing anything, 1 * said 
Rajeev Malik, senior economist 
. at Jardtne Fleming in Singapore. 
The policymakers are going to 
be disappointed, as there Is noth- 
ing so different about Malaysia 
that the time-tested laws of 
economics don't apply.” 

In Smith Korea, the won closed 
at 924 to the dollar, almost 10 
won below its opening level. 
Investors dumped the currency 
an fresh fears about the stability 
of fiwanriai markets following a 
series of bankruptcies. The won 
had already feDea 7.7 per cent 
against ftg sniiar fhte year. . 

Hie Seoul stock market hit a 
five-year low, felling by 32 per 
cent to 565.64 points in response 
to news that the retailing group 
New Core, the nation’s 25th 
largest conglomerate, was in 
fhnmciai trouble. 

Meanwhile, the Taiwan dollar, 
having appeared at theu^d of 
last week to catch the regional 
contagion, fell a farther 2.3 per 
cent against the US dollar to 
close at a 10-year low of T$80.34. 
Since the central bank aban- 
doned its costly defence erf the 
currency io an abrupt, policy 
U-turn on Friday, the currency 
has lost almost 7 per cent 
Taiwanese share prices 
plunged 3.96 per cent. The index 
has fallen some 28 per cent since 
a seven-year peak in August 

Observer, Page 15 
Currencies. Page SI 
World stocks. Page 39 
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Italian employers’ federation under attack for predictions of further political turmoil within a ye ar 

Prodi fights claims of new crisis 


bankers 


By James BUtz in Rome 

Senior figures in the Italian 
government yesterday attacked 
assertions by Conflndnstria, the 
employers’ federation, that 
Romano Prodi 's administration 
canid be engulfed in a new crisis 
within a year. 

Amid signs that relations 
between the government and Con- 
findustria have sharply deterio- 
rated after the recent accord 
between Mr Prodi, the prime min- 
ister, and Italy's Communists, 
ministers lined up to criticise 
Innncenzo Cipoletta, the director- 


general of the employers’ group 
after he made the claims. 

In a keynote speech at the 
weekend, Mr Cipoletta warned 
that Mr Prodl's government could 
Call next year because the deal 
which it had struck with the 
Reconstructed Communism party 
failed to make adequate 
provision for cuts In pensions 
spending. 

“This government will not cany 
out a reform of the welfare state 
and, at the very most by next Sep- 
tember, another crisis is inevita- 
ble,” Air Cipoletta said. He con- 
tended that plans to cut pensions 


spending were now “devoid of any 
content", and that the govern- 
ment would be forced to raise 
taxes again next year, or cut 
spending, as part of its commit- 
ment to European integration. 

Mr Walter Veltroni, deputy 
prime minister, was yesterday 
among the first to attack the 
remarks, saying Mr Cipoletta's 
claims were “unacceptable" and 
did not reflect the views 
of many leading figures in Conflu- 
dustria. 

Eurico Micheli, undersecretary 
to Air Prodi, said he did not under- 
stand why Confindustria's direc- 


tor had made the prediction. He 
argued that the employers' group 
ought to understand that a pro- 
longed political crisis 'would have 
done “grave damage” to the coun- 
try. 

At the heart of Mr Cipoletta's 
comments is growing concern 
among employers that the gover- 
nment only stepped a rebellion by 
RC that could have brought down 
Mr Prodi by pledging to reduce 
the working week from 40 hours 
to 35 hours by 2001. 

Confindustria's concerns could 
be followed by a more formal pro- 
test It is considering whether to 


suspend further negotiations on 
the salaries and conditions of pri- 
vate sector workers, saying it can- 
not come to any decisions on sala- 
ries imtn it knows the state of 
frm ppn ritng tohfliir legislation. 

“The 35-hour week would be an 
incredibly serious move," said 

Giampaolo fiaTH. chief economist 

at Confindustria. “It would lead to 
an increased wage bill of 
L80.000bn KS17.4bn], which is more 
than i „5 per cent of gross domestic 
product. That overshadows any- 
thing the government has been 
I fyii tg to do an the welfare reform 
front.” 


Japan’s giants 
gear up for 
switch to euro 


By Gillian Tett in Tokyo 

Some of Japan's largest 
companies are making 1 prep- 
arations to introduce the 
future European single cur- 
rency into their operations 
at an early date. 

Sony, the electronics 
group, and Nissan, the 
motor group, are hoping to 
switch to the euro soon after 
the planned starting date for 
European Monetary Union 
in 1999, officials say. 

The move highlights grow- 
ing confidence among for- 
eign direct investors in 
Europe that Emu will now 
proceed as planned. 

Any move by Japanese 
companies - which are 
among the largest foreign 
direct investors in Europe - 
could send an important sig- 
nal to the international busi- 
ness community about the 
speed at which the euro may 
be accepted. 

In particular, a switch by 
Japanese groups could fuel 
pressure on their many local 
suppliers to start using the 
euro at an early date for 
their own pricing and sales 
operations. 

Though Emu starts in 1999 
- and the euro will be intro- 
duced as a unit of account 
then - the notes and coins 
will not be introduced until 
about three years later. 

Some companies, such as 
Siemens of Germany, have 
indicated they intend to 
start using the euro as soon 
as possible as an unit of 


account for internal com- 
pany purposes and for deal- 
ing with suppliers. 

But any company which 
deals with retail customers 
wifi still have to cope with 
the national currencies that 
the public will continue to 
use until 2002 . 

Until recently, it was sus- 
pected that some Japanese 
companies would also prefer 
to wait until fairly late 
before switching over. 

Japanese officials stress 
that any final decision on 
the timing of the switch will 
not emerge until nearer the 
time - particularly since 
some key issues such as 
whether taxes can be paid in 
euros remain unresolved. 

However, several groups 
are now malting contingency 
plans that would allow them 
to make a rapid switch. 
Sony, the electronics group, 
yesterday said it was confi- 
dent it would be prepared to 
deal with the euro alongside 
national currencies from the 
start of 1999 - and hoped to 
introduce it quickly. 

Nissan Motors is also hop- 
ing to take a similar stop. 
“\Ve would like to change to 
the euro at an early stage," 
an official said. Matsushita, 
the consumer electronics 
group. Is also considering 
the issue, and is expected to 
indicate its position soon. 

Japanese companies admit 
that their policy could be 
affected if the UK firmly 
rules itself out of Emu. 

Cost of dithering. Page 15 


Pension fund managers wake 
up to single currency headache 

Problem is like a millennium time-bomb, writes Jane Martinson 
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When 
Geoffrey Fnr- 
longer first 
8[ gave a speech 
on the 
impact of a 
single cur- 
rency on 
Preparing Europe^ pen- 
e-.,, sion funds, 
TOT Emu Qfljy a h nT1f }. 

fill of people 
turned up. Bret the industry 
consultant’s presentation on 
the issue last week was 
attended by some 200 profes- 
sionals from across Europe. 

“There is a change in sen- 
timent and a feeling it will 
happen,” said Mr Fnrlonger, 
head of William M. Mercer's 
European practice, at the 
annual international confer- 
ence organised by the Euro- 
pean Federation for Retire- 
ment Provision and the UK's 
National Association of Pen- 
sion Funds. 

There Is also an accompa- 
nying concern about how 
Europe’s pension funds will 
deal with introduction of 
the single currency. One 
pension fund manager at the 
conference said the prob- 
lems presented by Emu 
loomed as large as that of 
the millennium time-bomb 
in the computer world. 

The headaches besetting 
the industry, which has esti- 
mated assets of some Ecu 
Ecul,200bn ($l,348bn), 
involve regulatory, adminis- 
trative, economic and pub- 
licity issues. 


One of the thorniest legal 
issues affecting flm iiw hu fry 
is continuity of contracts. 
Important in an industry 
where c on trac ts can last 40 
or mere years. The issue of 
signing a deal in francs anH 
being paid in euro is likely 
to be particularly problem- 
atic outside Europe, where 


funds, and Opf, the founda- 
tion of company pension 
funds, jointly produced the 
group’s report. 

The group, chaired by Jos 
van Niekerk, head of Sticht- 
ing tJnilever Penskwnfonds, 
published an English ver- 
sion of its findings last week 
in the form of a framework 


with a tourist in Iceland. 
“You don’t know the value 
of anything and it’s difficult 
to understand what's going 
on." 

Companies could include 
details of their plans in 
armnal reports or presenta- 
tions to pensioners, he adds. 

That the Dutch were 


‘Directors and managers of pension funds will have 
to start tackling the introduction of the euro right 
now. There is not much time left’ 


the legal framework in less 
dear. 

The issue of the conver- 
sion rates from national cur- 
rencies Into euros is also 
likely to cause headaches. 
“C-day, when conversion 
hits, wifi be more important 
than E-Day for Emm,” says 
Mr Fnrlonger. Pensioners 
who choose to enjoy their 
retirement in another coun- 
try within the EU could find 
themselves unable to sur- 
vive on a pension fait by cur- 
rency conversion, he says. 

Recognition of the size of 
the issue pro m pted a Dutch 
national forum om Emu to 
form the Dutch Euro. Project 
Group of Pension Funds in 
April 1996. Group members 
included most of the biggest 
Dutch pension funds, includ- 
ing ABP, one of the world’s 
biggest VB, the association 
of industry-wide pension 


document offering mainly 
practical guidance. 

"In preparing this sce- 
nario. we have resisted the 
temptation to be distracted 
by political arguments and 
have given a practical 
approach," said Mr van 
Niekerk. "We are saying we 
have to be ready no matter 
what . . 

"The practical and admin- 
istrative issues of adapting 
to the euro should prompt 
action. Directors and man- 
agers of pension funds will 
have to start tackling intro- 
duction of the euro right 
now. There is not much time 
left” 

He believes pension funds 
should start tackling the 
issue of communicating 
with scheme members. He 
compares the pensioner 
faced with being paid in 
euros in five years’ time 


involved in creating a com- 
prehensive guide to the 
issue surprised few at the 
conference- The Netherlands 
has the second biggest pen- 
sion fond sector in Europe 
and unlike the UK, with the 
largest to certain of entry 
into Emu in the first wave. 


M ost organisations 
In the Netherlands 
“will convert to 
the euro in 2002," Mr van 
Niekerk said. “This group is 
advising all Dutch funds to 
he reedy to start paying in 
euros by then." 

In other countries, except 
for Ireland, little appears to 
have been done to prepare 
for introduction of the euro. 
For example, hot much 
progress has been made on 
calculating how long 'it 
could take to install new 
admini strative systems. 


Mr Fnrlonger added: “The 
industry in general is being 
very slow about it, due to 
some scepticism [about join- 
ing]-” 

But he believes the situa- 
tion will change, partly 
prompted by increased 
interest from multinational 
companies, which have 
more to gain from a single 
currency. 

Multinationals such as 
Unilever are set to benefit 
from a simpler system 
which could be used for all 
employees, he believes. Such 
pressure could lead to a 
shake-up in the pension 
fund Industry with the 
appearance of truly pan-Eu- 
ropean pension frauds. 

“The most natural effect 
of a single currency must 
surely be to encourage the 
pooling of pension funds 
because exchang e risks and 
bank commissions disap- 
pear,” Mr Fnrionger contin- 
ued. 

For smaller companies 
faf-od with the huge admin- 
istrative burden of the 
change, the reverse could be 
true. "For companies with a 
vast majority of employees 
in one country, Emu to less 
of an issue and more of a 
nuisance,” he admitted. 

Euro Scenario: Manual for- 
th e implementation of the,, 
^euro 'hff'pension funds. 'The 
Dutch Euro Project Group of 
Pension : Funds. Available 
from VB-on 0031 70 398 7201 
or Opf on M 31 70 349 0190. 
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REPUBLIC NEW YORK CORPORATION 
SAFRA REPUBLIC HOLDINGS S.A. 


Consolidated Statements of Condition 
and Summaries of Results 

These statements and summaries represent the consolidated accounts of Republic New York Corporation and its 
wholly owned subsidiaries and of Safra Republic Holdings SA and its wholly owned subsidiaries. Republic New 
York Corporation owns 49% of Safra Republic Holdings SA.. which is accounted for by the equity method. 


Yeltsin in push to end conflict 


REPUBLIC NEW YORK 
CORPORATION 

mber 30, 


1997 1996 


SAFRA REPUBLIC 
HOLDINGS SA. 

September 30, 


1997 1996 


Asets 

Cash and doe from banks 

Interest-bearing deposits with banks 

Precious metals 

Investment securities 

Trading account assets 

Federal funds sold and securities purchased 

under resale agreements 

Loans, net of unearned income 

Allowance for possible credit losses. 

Otherassets - ■ 


(in thoomub of USS except per share data) 


862,840 

3.674,729 

1,006,686 

24.138.064 

5,705,698 

3,833,416 

13.004.684 

(326,091) 

5,891,739 


717345 

5399.832 

1329,789 

20359.121 

4,046367 

1.992344 

11,789344 

(350327) 

5317355 


. 107.481 
6314,987 

9369,958 

269,767 


2303,178 

(123311) 

855386 


63351 

5.759,362 

8392,604 

145,416 


1.819300 

(132318). 

620,441 


Total assets |. $ 57,791,765 $ 50.601,770 | S 18.997,446 S 16.867356 


Liabilities 

Total deposits 

Trading account liabilities 

Short-term borrowings 

Other liabilities 

Long-term debt • * 

Subordinated long-term debt and perpetual capital notes 
Mandatory redeemable preferred securities 

Shareholders' Equity 

Cumulative preferred stock 

Common stock and surplus, net of treasury shares — 

Retained earnings 

Net unrealized appreciation on 
securities available for sale, net of taxes 

Total shareholders' equity 

Total liabilities and shareholders' equity 


Book value per share ’• 

Client portfolio assets held in custody 

Net income, for the nine months ended 

Net income per common share 

Average common shares outstanding 


S 33.437,881 
4,901,850 
7/441.423 
3,738339 
1.691364 
2,650,000 

350.000 

550.000 
731,048 

2,148,892 

15a86fi 


3380.808 


5 57,791.765 


$ 5535 


333,037 

5.77 

54,747 


S 30,980.814 
3391308 
5,179,753 
3.747.133 
1,674,867 
2,400,000 


575.000 

791374 

1.848322 

11,999 


3327395 


S 50.601,770 


S 310394 
S 5.15 
55,711 


S 14,675324 S 13,096316 


221,999 

1,663362 

504381 

150,000 


891 349 
728341 

162390 


1,782,780 


S 18397,446 


S 50.49 

S 16,814,199 

S 184,933 
S 534 

35395 


86.110 

1336.198 

588379 

175,000 


889,958 

619,636 

76,159 


1385.753 


$ 16,867,956 


S 44.99 

S 9,638,412 

S 138,623 
S 3.94 

35307 


By John Thornton 
in Moscow 

Boris Yeltsin, Russia's 
president, will chair a meet- 
ing with all parliamentary 
party leaders today in an 
attempt to resolve the sim- 
mering conflict between the 
executive and legislative 
branches of government 

The politically rejuvenated 
Mr Yeltsin, who has been 
trying to stamp his authority 
on the unruly parliament, 
has said he to prepared to 
make minor 1 concessions to 
the opposition but wants to 
establish a more “stable and 
predictable" relationship for 
the future. 

The Communist-domi- 
nated parliament wifi decide 
whether to stage a no-confi- 
dence vote in the govern- 
ment after the meeting. 
Boris Nemtsov, the first dep- 
uty prime minister, has 
warned that the stand-off 
between government and 
parliament over the 1998 
budget and tax code is dam- 
aging the economy. 

The plans of several big 
energy corporations, such as 
Gazprom, UES and Tran- 
sneft, to raise capital abroad 
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In an expansive mood; US financier George Kotos announces Ms plans to spend up to 
8500m in Russia in the next three years to improve health care and Adimaff^p Hbum 


would be undermined by 
more political instability, he 
said. “This is seriously hit- 
ting the economy. 1 do not 
think the Communists want 
to adopt an anti-state, anti- 
people position." 

The Russian stock market 
has recently been unsettled 
by political tensions, though 
it has also been affected by 
the softening of US and 
European markets. 

Mr Yeltsin and Victor 


Chernomyrdin, prime minis- 
ter, met the speakers of the 
two houses of parliament 
yesterday to resolve differ- 
ences over economic policy. 
Both sides emerged hopeful 
a compromise could he 
reached in today's meeting. 

Gennady Seleznev, .the 
Communist speaker of the 
lower house, said that if the 
government fulfilled - its 
promises to make conces- 
sions, an agreement could be 


reached and the no-confi- 
dence motion scrapped. 

The liberal Yabloko fac- 
tion insisted further chang es 
must he made to the draft 
tax code before the party 
would back down from its 
de man ds for a no-confidence 
motion. “We consider change 
fog the tax system the key 
question for our relations 
With the government at this, 
stage," said Grigory Yavlin- 
sky, Yabloko's leader.' 



Risk-Based Capital Ratios 

As of September 30, 1997, Republic New York Corporation's risk-based core capital ratio was 13. 10 * (estimated) and total 
qualifyLngcmrital ratio was 21.90% (estimated). The ratios include the ass^mk-wrighted in ac ^ la ^!^3; 
SawDttof tlte Federal Reserve Board specifically applied to Republic NewYmk Cotpormo^a 
Skvkd of Safra Republic Holdings SA Total consofidaed^«s mtorfoese laariri USS 75 billion 

and S consolidated capital including minority interest and subordinated debt, exceeded USS 7 billion. , 
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Norway foreign policy 
focus on human rights 


to 











By Tim Burt in Oslo 

Norway's new centre-right 
coalition government yester- 
day put human rights at the 
centre of its foreign policy, 
and warned that trade and 


In his first comments on enough reports ’on abuse In 

JETS? 1, poUcy Prisons 

since taking office last Fri- dom of expression to seek 
day, the new foreign minis*- - caianges."^^^- 
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NEWS DIGEST 

Georgia claims 
compensation 

J Eduard Shevardnadze, Georgia’s president, yesterday 
aeen sed Rnssla of spiriting away billions of dollars worth 
of military hardware and said relations would suffer if 
Tbilisi was not compensated. 

Mr Shevardnadze, who will meet Boris Yeltsin, Russia's 
president, and leaders of other farmer Soviet republics in 
Moldova this week, said in a radio address that Moscow 
took aircraft, ships and other items between 1001 and 
1993, when the newly independent Georgia was embroiled 
in civil conflicts. 

The value of the military aircraft alone was more *>»nn 
$2bn," be said. "That is not alL They took out everything 
they could.” Mr Shevardnadze said t he Russian navy 
took dozens of vessels without permission and that 
Moscow’s offers to Tbilisi of four ships from the Black Sea 
fleet were not sufficient. Reuters, Tbilisi 

■ VISA BOW 

Banker faces fresh restrictions 

A prominent US investment banker at the centre of a visa 
row could face fresh restrictions on his business 
activities, the chairman of Russia's Federal Securities 
Market Commission said yesterday. 

Boris Jordan, whose visa was withdrawn almost three 
weeks ago by the authorities in a row over state defence 
secrets, could find his Renaissance Capital-MFK bank 
hampered in dealings with stock market operators. 

Dmitri Vasilyev, FSMC chief, said that commission 
guidelines, cleared by the finance ministry and the 
central bank, banned the appointment of non-residents to 
head the executive bodies of professional stock market 
operators. “Consequently, if a US citizen heads it, a bank 
cannot act as a mediator between operators on the 
Russian, securities market” AFP, Moscow 

■ RUSSIAN REGIONAL ELECTION 

Tuleyev wins in Kemerovo 

Aman Tuleyev, a former Communist party presidential 
candidate, was yesterday swept to power in the industrial 
Siberian region of Kemerovo after winning 95 per cent of 
the vote in the elections for local governor. 

Some opposition leaders depicted the vote as a stinging 
rebuff to the federal government's reformist policies. But 
Mr Tuleyev was also able to draw on much personal , 
support Mr Tuleyev has moderated his political stance in 
recent years and even served in Mr Yeltsm’s.cabinet as ! 
minister for relations with the Commonwealth of 
Independent States. John Thornhill, Moscow ' 

■ SWITZERLAND 

Rise in budget deficit 

The Swiss government announced yesterday that its 1997 
federal budget deficit was likely to be closer to SFrgbn 
($4bn), than last year's forecast of SFr5.5bn and its 1998 
deficit would be SFrt.4bn. the second highest on record. 

As a result, the country might not meet the Maastricht 
criteria should it ever want to join the single European 
currency. This year's deficit is estimated at 2.6 per cent of 
gross domestic product The proportion is within the 
Maastricht limit of 3 per cent of GDP but is sharply up 
from previous years. William Hall, Zurich 


Siemens-BNFL link alarms French 


Bty Simon Hofberton in Cologne 

French alarm at a German -Bri tish 
business alliance in the nuclear 
industry rose to the surface yester- 
day when Framatome . France's 
state-owned nuclear power plant 
manufacturer, called for talks with 
German-based Siemens about its 
planned 5000m merger with British 
Nuclear Fuels (BNFL). 

Dominique Vignon. chairman 
and chief executive of Framatome, 
said his company might have to 
rethink its 10-y ear-old partnership 
with Siemens in the light of the 
German group's decision to begin 


talks with BNFL, the UK's state- 
owned manufacturer of nuclear 
fuel. 

He sought, however, to calm 
French media criticism of the Sie- 
mens-BNFL deal by saying that the 
proposed joint venture did not 
mark the end of Franco-German 
nuclear co-operation. He added 
that it was an "exaggeration" to 
talk about a rupture between 
Framatome and Siemens. 

Last week Siemens and BNFL 
said they had begun talks about a 
joint venture that would own Sie- 
mens's nuclear businesses and 
BNFL’s nuclear fuel fabrication 


and uranium trading businesses. 
The merger would create a group 
that would be equal second with 
Westinghouse of the US in manu- 
facturing fuel for light water reac- 
tors. The world's biggest manufac- 
turer is Fragema, a joint venture 
between Framatome and Cogexna, 
France's state nuclear reprocessing 
company. 

Fragema has about 25 per cent of 
the world market for light water 
reactor fuel, while Siemens-BNFL 
would have about 14 per cent of the 
market. 

Adolf Httttl, president of Sie- 
mens's power generation group. 


said the company recognised that 
Framatome had a legitimate inter- 
est in Siemens's merger with 
BNFL. “We will talk when we have 
reached a conclusion with BNFL,” 
he said. 

Mr HQttl said Siemens and BNFL 
hoped to be "equal partners" in 
their new venture. Precise equity 
shares would have to wait for due 
diligence to be conducted, and he 
hoped that the two could complete 
their talks by February. 

French anger at Siemens’s talks 
with BNFL threatened to over- 
shadow a conference about the 
EPR. or European Pressurised 


Light Water Reactor, a new 
nuclear reactor developed by Sie- 
mens and Framatome as a show- 
case example of Franco-German 
industrial cooperation. 

The reactor has been under 
development since 1989 and has so 
far cost its partners about 8200m. 
The joint venture is currently com- 
peting against reactors designed by 
Westinghouse and Atomic Energy 
of Canada to build Turkey’s first 
nuclear power station. Its makers 
say it can generate electricity at 
US cants 2^6/kwh, well ahead of 
Westinghouse at US cents 3.35/kwh 
and AEC at US cents 3.3/kwb. 


France pressed to produce 
an ethical foreign policy 


By Robert Graham in Paris 

France's left-wing 
government is under pres- 
sure to introduce a human 
rights element into its for- 
eign policy. 

The issue has come to the 
fore as a result of a two-day 
visit to France by Tunisian 
President Zine el Abidine 
Ben All, beginning yester- 
day. 

France is Tunisia's biggest 
trade and investment part- 
ner. The visit is due to pave 
the way for reinforced com- 
mercial links between the 
two countries in the context 
of Tunisia’s 1995 association 
agreement with the Euro- 
pean Union. 

Human rights organisa- 
tions, press freedom groups 
and Tunisian exiles have 
called on the Jospin govern- 
ment to raise the issue of 
continued human rights 
abuses in strong terms with 
Mr Ben AIL 

According to Amnesty 
International. Tunisian jails 
contain over 2,000 political 
prisoners, mainly held on 
suspicion of being linked to 
Ennahda , the banned Islamic 
organisation. The 10-year-old 
Ben All regime is accused of 
muzzling the press. 

French governments have 
traditionally placed the 
national interest in foreign 
policy well beyond any con- 
cerns about human rights 
and the democratic creden- 
tials of a regime. 



And anthems fill the air: Chirac greets Tunisian president Ben Ali at Orly Airport 


However, the new Jospin 
administration has set great 
store by imposing a more 
ethical tone on the process 
of government. As a result, 
human rights groups have 
raised Tunisia as a test case 
of premier Lionel Jospin’s 
foreign policy intentions. 

The issue is especially sen- 
sitive in policy towards 
France's three former North 
African colonies of Algeria, 
Morocco and Tunisia. France 
has to balance commercial 


and strategic interest with 
the presence of large number 
of exiles in France and vocif- 
erous human rights lobby. 

This is highlighted over 
Algeria where the French 
government has maintained 
its support for the military- 
backed government despite 
the growing suspicion that 
not all the atrocities are car- 
ried out by Islamic funda- 
mentalists. 

Do discreet diplomatic lan- 
guage President Ben Ali has 


Galician poll 
brings triumph 
for ruling party 


been shown he does not 
quite deserve the full official 
treatment. Although Presi- 
dent Chirac entertained him 
yesterday at the Elysee Pal- 
ace, he was denied a recep- 
tion at the Palace of Ver- 
sailles promised by the 
previous centre-right Jupp§ 
administration. Instead, he 
was downgraded to a recep- 
tion in the official residence 
of the head of National 
Assembly. 


By David White in Madrid 

| Elections in Spain’s 
' north-western region of Gali- 
cia have brought a triumph 
for the ruling Popular Party 
, (PP), delivered a crushing 
blow to the opposition 
i Socialists and confirmed the 
emergence of Galician 
nationalism. 

Sunday’s ballot in Spain's 
most conservative region 
gave the centre-right PP 51.5 
per cent of the vote, near its 
highest-ever level, and main- 
tained its overall majority in 
the regional assembly with 
41 of the 75 seats, two less 
than before. 

The result was a personal 
endorsement of Manuel 
Fraga, the veteran regional 
president, who needed to 
beat the combined opposi- 
tion to secure a third term. 

The resounding victory 
provides a boost to PP 
morale in the run-up to con- 
tests in the next 18 months 
in the Basque country and 
Catalonia, and possibly an 
early general election in 
which it would try to rein- 
force its hold on power. 

At the same time, the PP 
can gloat over the spectacu- 
lar dgb&de of the Socialists 
in their first attempt at a 
broad leftwing platform with 
Communists and Greens. 
The result, the first electoral 
test since last year’s general 


election, points to a change 
in the region's political 
mood. 

The Galician Nationalist 
Bloc fBNG). a coalition rang- 
ing from centrists to radical 
separatists, overtook the 
Socialists as the main oppo- 
sition, with 25.5 per cent. 
Analysts said Sunday's 
results, if repeated in a gen- 
eral election, would be 
enough to increase its pres- 
ence in the Spanish legisla- 
ture from two to at least five 
seats, on a par with the 
Basque Nationalist party 
(PNV). 

The BNG's leader. Xos6 
Manuel Be Iras, has now 
established a credible claim 
as future regional president, 
if and when the PP loses its 
outright majority in the Gal- 
ician parliament 

The poll proved a disas- 
trous first outing for the idea 
of a Socialist-Communist 
front The alliance between 
the Socialists and part of the 
Communist-led United Left 
won 19.4 per cent of the vote, 
against 23U> per cent for the 
Socialists running on their 
own four years ago. 

The flop reflected a clumsy 
campaign and the damage 
done by party infighting. 
The mainstream faction of 
United Left, which opposed 
the alliance, foiled to win a 
seat but diverted part of the 
Communist vote. 
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MISSION: : partners understand each other, appreciate each other < goals and work to assure long-term success, They also recognize that success depends on establishing 

strong bonds, shared vision and mutual respect. Ar Lockheed Martin, we keep these principles in mind because solid partnerships are cs.wniia) to success in the world marketplace. 
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Bulgarian reformers 


kick-start economy 


New-found confidence is symbolised by the opening of a 
stock exchange in Sofia today, writes Anthony Robinson 


N othing symbolised 
Bulgaria’s status as 
a laggard in the 
post-communist transition to 
capitalism more clearly than 
the absence of a stock 
exchange, the symbolic and 
practical essence of a mar- 
ket-based economy. 

Today that hole at the 
heart of the Bulgarian econ- 
omy is due to be tilled when 
a new exchange opens in 
Sofia. The opening takes 
place on the eve of a foreign 
investment conference 
designed to attract new* own- 
ers to state-owned enter- 
prises and re-build an econ- 
omy which was in free-fall 
only nine months ago. 

The transformation in Bul- 
garia's political mood and 
economic prospects over this 
brief period has been aston- 
ishing. 

The discredited former 
communists, under whom 
the currency crashed from 70 
lev to the dollar to Lv3,000 
against a background of col- 


lapsing banks, hyper-infla- 
tion and an impending 
default on $9bn of foreign 
debt, ceded power after 
weeks of street protests 
early in the year. 

An emergency government 
then prepared the ground for 


beginning of an incr easing l y 
confident economic and 
financial recovery after a 9.7 
per cent fall in gross domes- 
tic product over the first half 
of the year. However, domes- 
tic demand remains 

depressed. 


Bulgaria’s 1996 draft budget, agreed yesterday with the 
IMF, will cot profits tax by six points, to 20 per cent for 
small businesses and 30 per cent for larger companies, 
writes Anthony Robinson. 

The IMF is reviewing Bulgaria’s performance under a 
SSIOm one-year stand-by loan signed in April, probably to 
be followed by a three-year facility. Tight fiscal policies are 
projected to cut the consolidated central and local 
government budget deficit to 2.7 per cent of GOP from this 
year’s forecast 6.2 per cent deficit Inflation is expected to 
fall from the 650 per cent hyper-inflationary overhang of 
1997 to about 16 per cent in 1998. 


elections in April which 
swept the anti-communist 
Union of Democratic Forces 
(UDF) to power. It also 
paved the way for the intro- 
duction of an International 
Monetary Fund-backed cur- 
rency board an July 1, the 
date which marked the 


The currency board cre- 
ates a macro-economic pol- 
icy anchor around a fixed 
exchange rate of 1.000 lev to 
one German mark and pre- 
vents deficit f inan c ing by 
linking the domestic money 
supply rigidly to foreign 
exchange reserves. 


The reserves, which 
dropped to nominal levels at 
the start of the year, are ris- 
ing rapidly towards an 
expected DM3bn-4bn by the 
end of the year thanks to 
renewed lending by the IMF 
and the World Bank, rising 
foreign private investment 
and a $350m trade surplus 
over the first seven months. 

The election of a strongly 
pro-Nato government aiming 
at qualifying for European 
Union entry early in the 
next century has also been 
reflected in a setf-confidently 
nationalistic approach to 
negotiations with Gazexport, 
the export aim of Russia’s 
Gazprom. 

At Bulgarian insist a 
new 10-year Russian gas sup- 
ply deal has been negotiated 
on a commercial basis 
between Gazexport and 
state-owned Bulgargas. The 
deal was Vink^d to parallel 
talks on a proposed new 
tr ansit imp which will pump 
16-25bn cubic metres of gas 



Poland 
lines up 
finance 
minister 


By Christopher Bobinski 
in Warsaw . 


Petar Stoyanov, Bulgaria’s president, has been at the helm of Bulgaria’s transformation 


through Bulgaria to western 
Turkey. 

The new clarity in foreign 
policy is matched by similar 
deter mina tion in the for- 
merly murky area of privati- 
sation and hanking reform. 
Hitherto the combination of 
opaque privatisation meth- 
ods and a poorly supervised 
banking system encouraged 
wide-spread asset-stripping 
and the growth of shady 
financial “groups". The lat- 
ter siphoned off resources 
leaving enterprises starved 
of working capital and 


unable to invest. 

The new government, led 
by Ivan Rostov, prime minis- 
ter, is pressing ahead with a 
rapid privatisation pro- 
gramme. The 30 largest 
enterprises, including Stalin- 
ist-era giants such as the 
Kremikovtsi steel complex 
near Sofia and the Nefto- 
chim oil refinery at Burgas, 
as well as Bulgarian tele- 
coms and Balkan, the state 
airline, will either be sold 
over the next few months or 
closed down. 

For simplicity and speed 


the government has opted 
for Hungarian style cash pri- 
vatisation, although it is also 
pushing ahead with a mass 
priv atisa tion through vouch- 
ers scheme for the smaller 
companies. This will provide 
foreign and domestic inves- 
tors with a chance to buy 
shares in more than LOGO 
smaller companies on the 
stock exchange, when 
voucher holders and the 71 
recently formed privatisa- 
tion funds start trading. 


See Bulgaria Survey 


Montenegro poll deals 
fresh blow to Milosevic 


Turkey to sell banks by 2000 


By John Barham hi Ankara 


By Guy Dinmore in Belgrade 


Yugoslavia's Socialist 
president, Slobodan Milos- 
evic, suffered another blow 
to his authority yesterday 
after one of his closest allies 
was defeated in presidential 
elections in the republic of 
Montenegro. 

Preliminary results of Sun- 
day's run-off showed that 
Milo Djukanovic had over- 
turned a first-round deficit of 
20200 ballots to oust the pro- 
Milosevic president. Momir 
Buiatovic. by about 6.000 
votes. Full results were 
expected late yesterday. 

Supporters of Mr Djuka- 
novic, the 35-year-old prime 
minister, celebrated by firing 
automatic weapons and fire- 


works into the night sky 
above the capital, Podgorica. 
Mr Buiatovic has accused 
his rival of manipulating 
voters’ lists, but it was not 
clear if he would make an 
official appeal. 

Mr Djukanovic has con- 
demned Mr Milosevic as an 
out-of-date neo-Communist 
whose Serbian nationalism 
has led Yugoslavia into dip- 
lomatic isolation and finan- 
cial ruin. 

The bitter election battle 
between Montenegro's top 
political leaders, both mem- 
bers of the ruling Demo- 
cratic party of Socialists, 
focused on Montenegro’s 
fraught relations with Bel- 
grade and mutual accusa- 
tions of corruption. 


Mr Milosevic needed a vic- 
tory by Mr Buiatovic to 
shore -up his position as 
Yugoslavia’s federal presi- 
dent after his party’s set- 
backs in last month’s Ser- 
bian elections. The Socialist 
coalition failed to get its can- 
didate elected as Serbia’s 
republican president 
Mr Djukanovic intends to 
hold early elections to the 
Montenegrin parliament 
next year. Victory would 
give him control over most 
of Montenegro's 20 deputies 
to the 40-seat upper chamber 
of the federal Yugoslav 
assembly - not enough to 
oust Mr Milosevic, but a bar- 
rier against attempts to 
change the constitution in 
his favour. 


Mesut Yilmaz, Turkey’s 
prime minister, yesterday 
promised to privatise the 
country’s state-owned b anks 
by the end of the year 2000. 

Mr Yilmaz said that “work 
on the privatisation of public 
banks will be completed by 
the end of 1998 and they will 
be transferred to the private 
sector by the end of the year 
2000 ." 

Two Weeks ago, he 
announced a three-year eco- 
nomic reform programme to 
cut the budget deficit erf 9 
per cent of gross domestic 
product, while cutting infla- 
tion of 90 per cent to 3 per 
cent. 

Though previous govern- 
ments have frequently 
attempted and failed to carry 
out structural economic 


reforms, none has ever pro- 
posed privatising the big 
four state banks. 

The banks control just 
under half Turkey’s banking 
system’s assets of 
382. 6 7bn. Politicians value 
them as dispensers of state 
subsidies to powerful pres- 
sure groups such as farmers, 
while governments rely on 
the banks to help finance the 
treasury's chronic spending 
deficits. 

I$in Qelebi, Turkey's econ- 
omy minister, said yesterday 
that Ziraat Bankas i, the 
country's biggest commer- 
cial bank, has a deficit of 
$5.52bn, and Halkbank. 
another state bank, has a 
$1.67bn deficit 

Ministers say they also 
plan to raise about $660m by 
selling the state’s 12.3 per 
cent stake in Is Bankasi, a 


commercial bank majority- 
owned by an opposition cen- 
tre left political party and its 
staff 

However, one Istanbul 
hanking anifiyst said: “I do 
not see Yihnaz's plan being 
at all possible.” 

She said the h anks would 
require heavy and expensive 
restructuring to cut costs 
and clean out loan portfolios 
stuffed with bad loans to 
public and private sector 
companies. 

Though Mr Yilmaz’s 
reform plans have helped 
whip finan cial markets into 
a frenzy of activity, with the 
Istanbul stock exchange 
index rising 75 per cent since 
the start of September, share 
prices fell 1.01 per cent yes- 
terday on profit-taking. 

Analy sts sav they welcome 
the government's plan to 


force through public-sector 
reforms, revamp the tax sys- 
tem and impose tighter fiscal 
and monetary discipline but 
doubt it has the political 
strength to overcome opposi- 
tion in parliament, the civil 
service and the stale compa- 


Turkey’s ll-year privatisa- 
tion programme has made 
painfully slow progress, real- 
ising less than Sobn in reve- 
nues since it was first set up. 
The government aims to 
raise $4bn from asset dispos- 
als this year and about SlObn 
in 1998. 


Mr Mahfi Egilmez, trea- 
sury secretary, said no priva- 
tisation revenues are 
included in the 1998 budget; 
since nearly all the expected 
proceeds will be used to 
retire domestic debt. 


Leszek Balcerowicz, the 
architect of Poland’s post- 
1989 free-market refo rms, is 
set to return to his fo n n ftr 
post of finance m iniater 
under a coalition deal agreed 
yesterday between bis Free- 
dom Union (UW) party and 
the trade union-led Solidar- 
ity Electoral Action CAWS). 

Mr Balcerowicz will save 
under Jerzy Buzek from the 
AWS, who was nom inated 
for the post of prime minis- 
ter last week- Mr Buzek has 
promised to name his minis-, 
terial tw»n by the end of this 
week. The coalition agree- 
ment was signed minutes 
before the first meeting of 
the parliament elected on 
September 21. Maciej Hazyn- 
ski, a 39-yearoJd AWS dep- 
uty from Gdansk, was cho- 
sen as tbe chairman of- the . 
Sejm, the lower house of par 
Hament. 

The choice of Mr Flazynskl 
was part of the deal which' 
saw the UW concede the top 
Sejm post in return for con-, 
trol of tbe defence ministry. 
Poland is currently negotia- 
ting terms for Nato entry. 

At the same time the pro- 
business UW has been forced 
to share the economic portfo- 
lios with the AWS, whic h 
gets the treasury, the nutria- 
try responsible for privatisa- 
tion. The Solidarity-led coali- 
tion of rightwing parties will 
aian control the labour min- 
istry, which is handling pen- 
sion reforms, as well as the 
minis tries of telecommunica- .. 

tions and agriculture. ■■■: 

Mr Balcerowicz is, how- 
ever, expected to chair the 
KERM, the cabinet’s top eco- 
nomic policy-making com- 
mittee. His position wfll be 
all the stronger as .his poli- 
cies are expected to have the 
hacking of Mr Buzek, who is 
committed to the continua- 
tion of free-market reforms. 

Bronislaw Geremek, 
another UW leader, is to 
head the foreign ministry. 
This is another' important 
post as Poland is due to start 
talks on European Union 
entry next February. 
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NEWS: THE AMERICAS 


Emissions 
in US 
surge 3.4% 


By Nancy Dunne 
In Wa shin g to n 

LS emissions of greenhouse 
cases from cars, factories 
md power plants recor- 
ded their largest rate of 
increase in recent years, the 
US energy department said 
yesterday in a report expec- 
ted to be highly embarrass- 
ing for the Clinton adminis- 
tration. 

The department said 
greenhouse gas emissions 
surged by 3.4 per cent in 
1996, driven by strong US 
economic growth and unusu- 
ally severe weather. Most of 
the increase was traced to 
carbon emissions, which 
shot up by 51.3m tonnes last 
year, after increasing by 
only lO-Sm tonnes in 1995. 

President BQl Clinton has 
vowed to take a lead role on 
the reduction of greenhouse 
gases. He has said the US 
would commit itself to “real- 
istic and binding goals” 
when it meets in December 
in Kyoto, Japan. But he has 
rejected a European initia- 
tive to. cut' the 1990 level of 
carbon dioxide emissions by 
15 per cent by 2010. 

He is thought to be 
announcing the US strategy 
in Beam this week, when del- 
egates are meeting to negoti- 
ate the Kyoto pact. 

The US has only voluntary 
programmes in place to 
reduce the emissions of 
greenhouse gases, said to be 
responsible tor severe global 
weather change. Energy effi- 
ciency programmes helped 
suppress carbon dioxide 
emis sions in the 1980s and 
early 1990s. 

The report said several 
unrelated factors also caused 
an earlier decline in the 
intensity of carbon dioxide 
use. These included: 

• The deregulation of the 


NEWS DIGEST 


natural gas Industry which 
lowered prices and increased 
the use of the cleaner fuel. 

• Individual events - 
including the Gulf War and 
the oil price spike of 1990 - 
which restrained the growth 
of energy consumption. 

• Increased use of nuclear 
power plants as utility oper- 
ators began to solve operat- 
ing problems. 

• More snowfall in the 
Pacific north-west so that 
hydroelectric power genera- 
tions returned to the levels 
of the early 1960s. 

However the growth in 
nuclear power generation 
has levelled off. World oil 
prices remain relatively low, 
and the US economy has 
been growing rapidly. Last 
year electric utilities met the 
demand for increased elec- 
tricity largely with coal-fired 
power generation. Electric 
utility carbon dioxide emis- 
sions rose by 4.7 per cent 
The rapid growth of natural 
gas use has moderated. In 
the cold winter last year, 
consumers used 7.8 per cent 
more natural gas and 3.5 per 
cent more electricity than in 
1995, pushing up natural gas 
prices. 

The president has been 
under intense pressure from 
industry not to commit to 
any plan that would prove 
costly. An industry coalition 
has been running an adver- 
tising campaign against an 
agreement, criticising the 
developing countries for not 
agreeing to reduce their own 
emissions. 

On his trip to Latin Amer- 
ica last week, Mr Clinton 
made much of agreement by 
Argentina that the emerging 
economies would have to . 
play a larger role in contain- i 
lng greenhouse gases. 
Clinton's climate change 
dilemma. Page 6 


Peruvians in 



Organised inarches in. northern Peru have hrought tens of 
thousands to the afreets to defend existing national 
boundaries in support of the 1942 Rio Protocol, the treaty 
which establishes the frontier between Pern and Ecuador. 

The demonstrations in the northern city of Jaen on 
Sunday and in Hu b yesterday were sparked by 
discussion of Ecuador’s claim for “free and sovereign 
access to the Amazon” at talks in Brasilia. 

A disputed stretch of frontier between north-eastern 
Peru and Ecuador has provoked skirmishes, battles and 
wars ever since independence. Tensions most recently 
flared in January 1995. A month’s full-scale fi g h ting 
ensued which left dozens dead on each side and around 
nine aircraft shot down. 

Peace talk* between Peru and Ecuador are under way 
in Brasilia, where an attempt has been made to deal with 
impasses. Of ttieSe, Ecuador's historic claim to sovereign 
access to the Amazon is the one which angers Peruvians 
most j Sally Bowen, Lima 

■ VIDEOTAPE TAMPERING* 

White House denies claims 


The White House yesterday dismissed allegations by 
Republican ixmgressmen that it had doctored videotapes, 
released last week, of; meetings between Preside nt Bill 
Clinton and Democratic party campaign contributors. 

Mike McCmry, Mr Clinton’s press spokesman, rejected 
claims made at the weekend by Dan Burton, c h airman of 
a House erf Representatives committee investigating 
alleged campaign fjnaj&ce abuses, .that the White House 
had tampered with the tapes to remove potentially 
embarrassing evidence. Mr Burton had “a fondness for 
theories that border qb the kooky", said Mr McCurry. 

He suggested that toe Republican, known for his 
conservative views; ask the justice department to 
investigate his theories ■'however wild they 
are”. if Gerard Baker, Washington 


CHICAGO 


CODE 


( Geaner 9 lunage tarnished 

Three months after passing a much- vaunted “ethics 
code”, designed td dean up the city's image as a hotbed of 
political conWti&X Chicago has found Itself mired in a 
new scandal- Tbalatest controversy centres cm a loan 
from a big city contractor to a company coowned by 
Patrick Huals, ode of the city's most powerful aldermen, 
who is also flom/leader at the city council Questions 
have also been asked about payment of more than 
$800,000 of dty fends, under the heading “legal consulting 
‘fees", to the president of the same company. 

The timing of the latest revelations is particularly 
unfortunate. After a string of scandals over the past two 
decades which/have seen many city council members face 
corruption charges, the city passed in late-July an “ethics 
ordinance", described as one of the toughest in the US. 

The ordinance, due to come into effect in January, 
oe +ghHchPB ftmlts on cash donations or campaign 
contributions made by lobbyists to the city’s aldermen. It 
also requires aldermen to r e fra in from voting on mat ters 
which involve business associates. Nikki Tail, Chicago 


No-nonsense approach effective in run-up to congressional elections 

W omen make running in Argentina 

W hen Hilda Duhalde tics. So when a woman ■ tern been criticised as a Union Civlca Radical (UCR 

was questioned appears on the scene it fuels thinly disguised cover for parties together- 

recently during a the idea they are more ethi- ~ political recruitment and The fight against corrup 


W hen Hilda Duhalde 
was questioned 
recently during a 
national television Interview 
about spending within her 
charitable organisations, the 
political candidate and wife 
of the governor of Buenos 
Aires province stalked off 
the set in indignant rage. 

“They can criticise me but 
I won’t accept being accused 
of political hypocrisy,” Mrs 
Duhalde later told her politi- 
cal colleagues. “That’s not 
the way it is with me.” 

The no-nonsense approach 
of Mrs Duhalde and rival 
candidate Graciela Fern- 
andez Meijide has made the 
two women the most popular 
contenders in congressional 
elections due to be held on 
October 26. 

Mrs Fernandez Meijide, 
wbo is running for the Alli- 
ance, an link-up of opposi- 
tion parties, and Mrs 
Duhalde, ruling Perooist 
party aspirant, lead their 
party ballots in the province 
of Buenos Aires, which rep- 
resents more than a third of 
the national vote. 

“Political scandals and dis- 
repute are tied to male fig- 
ures, especially in Latin 
America where men hold a 
privileged position in poli- 


tics. So when a woman 
appears on the scene it fuels 
the Idea they are more ethi- 
cal, that they can offer 
another kind of commit- 
ment,” said Mrs Fernandez 
Meijide, whose anti-corrup- 
tion campaign has made her 
undisputed leader of the 
Alliance. 

She and Mrs DohaJde, bet- 
ter known as “Chicbe”. are 
r unning neck and neck with 
40 per cent of the vote each. 
Whoever wins will help to 
tip the scales of this bitterly 
fought election. More impor- 
tant, the support they gamer 
will be the litmus test for 
Argentina's future presiden- 
tial candidates looking to 
run in 1999. 

“If Duhalde beats Fern- 
andez Meijide, even by one 
vote, her husband will be the 
Peronist party presidential 
candidate,” said Rosendo 
Fraga, political analyst with 
the think-tank Research 
Center for the New Majority. 
“If Fernandez Meijide wins 
she will probably be the can- 
didate for the opposition.” 

Both candidates grew up 
in the industrial corridor 
surrounding Buenos Aires, 
the Argentine capital, and 
both are former teachers. 
After that the similarities 






mi 


Duhalde: “I won’t be accused of political hypocrisy 1 


between the two women end. 

Mrs Duhalde, the petite 
politician’s wife who is run- 
ning for Congress for the 
first time, extols the virtues 
of being a housewife and 
admits she was prodded into 
running in order to beat Mrs 
Fernandez Meijide. If she 
wins, her husband's bid for 
the Peronist presidential 
candidacy will not be dis- 


puted. 

Described locally as a mod- 
ern-day Eva Peron, the 51- 
year-old Mrs Duhalde heads 
a powerful social welfare 
network in which some 
17,000 women volunteers 
hand out tnillc and eggs to 
the poorer areas of the prov- 
ince. Modelled after Cuba's 
Committees for the Defence 
of the Revolution, the sys- 


tem has been criticised as a 
thinl y disguised cover for 
political recruitment and 
vote buying. 

But her support in the 
more populist sectors of the 
province is unmatched. And 
her directness, particularly 
in comparison to the reputa- 
tion of several provincial 
politicians answering to her 
husband, makes her the only 
person capable of beating 
Mrs Fernandez Meijide. 

“We aren't feminists but 
•Evitists’." Mrs Duhalde told 
a stadium lacked with 20,000 
supporters. “If they don’t let 
us work, we will run right 
over them.” She accuses her 
opponent of playing politics 
“like a man” as a way of 
discrediting her. 

Whatever Mrs Fernandez 
Meijide’s tactics, however, 
the 66-year-old’s popularity 
as a “modem, honest and 
austere” politician is well 
established. An avid 
defender of human rights 
after her son Pablo disap- 
peared in 1976 during the 
Argentine “dirty war”, she 
entered politics in 1989. 
When she was elected to the 
Argentine Senate in 1995 it 
was with 46-5 per cent of the 
vote, more than the ruling 
Peronist and opposition 


Union Civlca Radical (UCR) 
parties together- 

The fight against corrup- 
tion Is Mrs Fernandez Mei- 
jide’s key selling point - it is 
the second most important 
demand of Argentines after 
jobs. She has aimed her 
darts at Argentine President 
Carlos Menem, whose 
approval rating has sunk to 
a lowly 17 per cent in recent 
months after a high of 40 per 
cent during the 1995 presi- 
dential elections. 

The Peronist party leader 
has fought back by calling 
Mrs Fernandez Meijide “only 
good as a housewife”. But 
with a recent poll showing 
that 75 per cent of Argen- 
tines believe that, at the 
highest levels of govern- 
ment, officials are “very cor- 
rupt". the criticism is cot 
likely to stick. 

Instead, with women at 
the top of several party bal- 
lots and more female legisla- 
tors in Argentina than in 
any other country in the 
hemisphere - including the 
US - once the election is 
over Mr Menem is likely to 
have to face many irate 
“housewives" itching to do 
same spring cleaning. 

Andrea Campbell 


A NEW QUALITY IN AUSTRIAN BANKING 


Starting today. 



■ CUBAN POWER 

Canadians to modernise plant 

A Qrontiini company, FirstKey Project Technologies, has 
agreed a US$S00m joint venture with the Cuban 
government to modernise, expand and operate a 

Soviet-built thermoelectric power plant in Cuba. 

The prefect is the first main te na n ce and operation 
project of its kind involving a foreign investor in Cuba’s 
run-down energy sector, badly hit. by the collapse after 
1991 of fuel and technical supplies from the Soviet 

Uni0IL Pascal Fletcher , Havana 


• The msrgar of Die Erste frsteireichische Spar-Casse - Bank 
‘and GlroCredlthas created a new platfomrtbr growth In Austrian 
banking - Erste Bank der oestafrelchtsqhen SparKassen. 

And we are starting out wttfi ah impressive track record. As a 
foil service bank with total assets of over ATS 670 Wilton JUS $ 52 
trtffpn), over 600.000 retail banking customers, some 400 brandies 
in Austria and Central Europe and established strengths in asset 
management and corporate banking, we are the second largest 
bank in Austria and the centra/ Institution for the Austrian savings 
bank sector/ 


Innovation, quality and customer-orientation are key to our 
philosophy. ■ 

But like Philipp and Jacob we are only Just at the beginning of 
a strong partnership and you can be sure we're aiming for the top. 

Contact: 

Mr. .Gregor Lanz • 

ERSTE BANK DER OESTERRE1CHISCHEN SPARKASSEN AG, 
Graben 21, Tel: ++43/1/531- 00-1511, Fax: 01/531 003112, 
http//www.erstebsnk.at 
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Salvaging the draft treaty 


US holds key to climate treaty 


Officials meeting in Bonn will 
tomorrow try to reconcile 
huge differences on emissions 


By Leyta Boulton and 
Ralph Atkins In Bonn 


Officials from more than 100 
countries tomorrow begin 
intensive work to salvage an 
ailing draft treaty on climate 
change. 

The governments, meeting 
in Bonn for the last-ditch 
preparations, face two main 
headaches in negotiating a 
deal to curb greenhouse 
gases in time for a ministe- 
rial conference in Kyoto, 
Japan, on December L 

The biggest contention is 
over what targets Industria- 
lised countries should agree 
for curbing pas sions of 


gases linked to global 
warming. 

The most Important of 
these gases is carbon diox- 
ide, produced by the con- 
sumption Of fossil fuels. 
Industrialised countries dif- 
fer widely on the level of 
cuts they are prepared to 

The other difficulty is over 
whether a diplomatic for- 
mula can be found for devel- 
oping countries to consider 
emission cuts of their own, 
as Is being demanded by 
President Bill Clinton’s 
domestic critics. 

The European Union 
wants other industrialised 


nations to emulate its call 
for a IS per cent reduction in 
greenhouse gas emissions 
from 1990 levels by 2010. 

The EU believes rich coun- 
tries, which account for the 
bulk of the emissions prob- 
lem, have a duty to lead by 
examp le, .Trihny Lahore, the 
Luxembourg environment 
minister who is president of 
thp EU environment council, 
said last week the EU goal 
was “absolutely possible if 
we use state of the art tech- 
nology". 

At the other end of the 
spectrum, Australia is 
opposed to any cuts, saying 
it would be put at a competi- 
tive disadvantage to fast- 
growing neighbours such as 
South Korea, which has no 
obligations. 

Caught in the miridip is 
Japan, host of the Kyoto 
talks, which recently pro- 
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posed 5 per cent as a base 
reduction with countries 
able to set individual tar- 
gets . 

On Friday, Ryutaro Hashd- 
moto, Japan’s prime minis- 
ter, defended the plan from 
EU attacks that it was too 
weak. In a pointed reference, 
he said his government’s 
proposal was meant as "a 
basis far negotiations so that 
not only EU member states 
but also all the other coun- 
tries could participate". 

Despite pleasing environ- 
mentalist groups, the EU 
proposal has weaknesses. It 
denies different targets to 
non-EU countries, although 
individual EU countries 
would he allowed some flexi- 
bility as long the EU meets a 


collective 15 per cent target 
It also does not rake into 
account that countries 
starting from different emis- 
sion levels are unlike l y to 
agree a single number. 

The UK for instance is 
already dose to 4 per cent 
below 1990 emission levels 
while the US is 14 per cent 
above them. This means that 
a stabilisation target for the 
US would involve a similar 
amount of effort as a 15 per 
cent cut for the UK. 

The best that rich coun- 
tries can hope for is proba- 
bly to agree something 
closer to Japan's call for a 
realistic deal 

But how much can be 
achieved in Bonn over the 
nest two weeks will depend 
largely on whether the US 
uses the occasion to 
announce what targets it is 
prepared to accept 


Emissions traders 
plug their wares 


f Tackling greenhouse gases 
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By Leyta Boulton 
and Bruce Clark 


SELLING TARGETS 


A sideshow by a Chicago 
financial expert and a UN 
official could prove more 
fruitful th.m talks starting in 
Bonn tomorrow to narrow 
differences on an interna- 
tional treaty to fight climate 
change. 

The two men - Richard 
Sandor at>h Frank Joshua - 
are promoting a scheme for 
international trading in 
emissions of greenhouse 
gases linked to climate 
change. 

Seven industrialised 
nations - including the US, 
the UK and Germany - and 
several western companies 
are already drafting the 
rules of engagement for such 
a trade. They plan to pro- 
ceed regardless of whether 
trading is endorsed at inter- 
governmental negotiations 
to reduce emissions in 
Kyoto, Japan, from Decem- 
ber 1 to 10. 

A handful of developing 
countries such as India have 
agreed to participate in the 
unofficial trading initiative 
as observers. The hope is 
that fast-growing nations 
could join trading on a vol- 
untary basis once Kyoto has 
set out compulsory reduc- 
tion targets for industria- 
lised countries. 

“We believe that if you 
want to make progress, you 
need to start with partici- 
pants committed to making 
p ro gre ss .** says Mr Joshua, 
an official at Unctad, the UN 
agency far trade and devel- . 
opmenL 

Working with him is Mr 
Sandor, who helped design 
the existing Chicago-based 
system for trading sulphur 
dioxide emissions. This 
drove down the cost of com- 
batting acid rain caused by 
sulphur dioxide from power 


plants below all expecta- 
tions. 

“There has been too much 
emphasis on top-down mod- 
elling of the expected costs 
of tackling climate change 
and not wvmg h em phasis on 
price signals,” says Mr San- 
dor. “Markets have eyes,” he 
argues. Trading would help 
countries and companies 
reduce greenhouse gas emis- 
sions in a more cost-effective 
way than a flat rate reduc- 
tion target for an. Allowing 
countries where cuts can be 
achieved more cheaply to 
sell emission rights to others 
could reduce abatement 
costs in the developed world 


Deals to trade 
in greenhouse 
gas emission 
targets could 
cut costs by 40 
per cent 


by at least 40 per cent, esti- 
mates tiie Royal Institute of 
International Affairs in Lon- 
don. 

This is best illustrated by 
a numerical example. Sup- 
pose abatement costs in 
country A are $6 a tonne of 
carbon dioxide and $10 per 
tonne for country B. If each 
country reduced its output 
by 50 tonnes, the cost would 
be $300 plus $500-$800. 

But through trading, the 
two countries could vary 
their emissions, providing 
the total did not exceed 100 
tonnes. They could trade 
emission permits so that 
country A cut output to 25 
to nnes and country B to 75 


tonnes. In this case the 
abatement cost would be 
$450 plus $250^700. 

Provided tougher targets 
were set for industrialised 

nati ons than far developing 
countries, a bigger north- 
south trading system would 
enable poor countries to sell 
emission surpluses for cash 
or more energy-efficient 
technology, and still grow. 

Finally, an agree m ent on 
trading would help the US 
government get a climate 
change treaty ratified by 
Congress and spike the guns 
of industry lobbyists who 
have campaigned against 
any accord at Kyoto under 
the slogan; “It isn’t global 
and it won't work.” 

The idea is still viewed 
with suspicion by some 
European Union officials and 
developing nations as a ruse 
for letting rich nations such 
as the US, to continue grow- 
ing at the expense of the 
poor. 

“We must not preach to 
others behind the luxury of 
our own high living stan- 
dards,” warned Derek Fatch- 
ett, British junior foreign 
minister. 

But the devastation 
wrought by the El Nino 
weather pattern in the 
southern hemisphere has 
provided an additional push 
for developing countries to 
consider action earlier than 
planned. 

“If you want to see what 
climate change might be like 
just look at El Nifio," says 
Tom Burke, an environmen- 
tal adviser to business lead- 
ers and politicians. “It's the 
trailer to ‘Climate change, 
the movie'." 

Efforts by the US adminis- 
tration to extract a commit- 
ment on climate change 
from developing countries 
scored a first public success 
at the weekend. US Presi- 
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dent Bill Clinton signed a 
deal with President Carlos 
Menem of Argentina. This 
provides for US companies 
to transfer to Argentina 
technology needed to cut 
carbon dioxide emissions, in 
return for credits to help the 
US meet emissions targets. 

It is a modal the US would 
like to see replicated with 
other fast-growing develop- 
ing nations. 

Timothy WIrfch, the State 
Department's climate change 
envoy, won at least tentative 
promises from China last 
week that it was prepared to 
co-operate with the US in 
dealing with the problem. 

The UK will make similar 
efforts to encourage develop- 
ing countries to start consid- 
ering action of their own at 
the Commonwealth summit 
in Edinburgh on Thursday. 


Women accuse police of abducting sons and husbands from homes and workplaces 

Protesters seek " 


news of missing 
men of Algeria 



y., 


By Roida Khalaf in Algiers 


Dozens of women gathered 
outside Algiers' Grande 
Poste yesterday jostled to 
show foreign reporters pic- 
tures of young husbands, 
sons, daughters or brothers 
taken from their homes or 
workplaces and never heard 
of a gain. “Look at him, he's 
only 32 years old,” said 
Aisha Ferkous, whose son 
was taken a year ago from 
his home in Baraki, a poor 
Algiers suburb, “tf he is 
dead, then let him be dead. I 
nan mourn him but all I 
want is for the authorities to 
tell me.” 

Mrs Ferkous had barely 
spoken when police arrived 
to break up the protest, pre- 
venting the crowd from 
marching on to parliament 
as planned. Human rights 
lawyers with the women 
said many other protesters 
bad been prevented from 
reaching the post office. One 
lawyer was arrested, they 
added. 

After more than five yeans 
of sinister civil war, the 
international community 
has finally begun to speak 
out against the killings of 
civilians blamed by the gov- 
ernment on Islamist extrem- 
ists. Human rights organisa- 
tions have condemned 
Islamist killing s and accused 


the government of responsi- 
bility for torture, disappear- 
ances and extrajudicial exe- 
cutions. 

Following recent massa- 
cres of civilians near Algiers, 
Mary Robinson, the United 
Nations high commissioner 
for human rights, last month 
said the violence against 
civilians in Algeria had 
reached such levels that it 
could not be considered an 
internal Algerian matter. 

The army-backed govern- 
ment denies violating 
human rights and opposes 
foreign interference in the 
conflict. Officials say the vio- 
lence by e xtre m ists should 
not be equated with viola- 
tions by the state. The offi- 
cial National Observatory 
For Human Rights admits 
that there may be hundreds 
of cases of people disappear 
ing but says that no one 
knows who took them and 
that some may have joined 
the extremists. 

Lawyers in Algiers say 
have disappeared. 
And the parents who gath- 
ered yesterday bad no doubt 
who was responsible. "Our 
children were not taken by 
t e rrorist s , they were taken 
by the police,” said El 
Houass Diabt 

Mrs Ferkous, meanwhile, 
is convinced her son was 
kidnapped by the civilian 
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A woman holds up a photograph of a missing relatfve m Algiers yesterday. Lawyers say 
thousands have disappeared, many of them supporters of the Islamic Salvation Front nuns 


self-defence militia armed by 
the government and operat- 
ing In her neighbourhood. 

“The terrorists just kill, 
but the people who took my 
brother knew him and they 
came into our house with 
dogs. Terrorists do not use 
dogs,” she said. Government 
officials also deny civilian 
militia involvement in cases 
of disappeared people. 

Human rights organisa- 
tions say supporters of the 
Islamic Salvation Front 
CFTS), the party stripped of 
an election victory in 1992, 
have been the main victims 
of repression. But the par- 


ents yesterday insisted that 
their children had no politi- 
cal connections. “We are just 
poor people, we don't even 
have work or enough to eat,” 
said one woman. 

According to one human 
rights lawyer, the conflict 
had reached a point where 
many young men in vio- 
lence-ridden areas are sus- 
pected of helping extremists 
because the extremists are 
still able to operate. “Many 
families are hit indiscrimi- 
nately because the govern- 
ment assumes that someone 
must be helping the terror- 
ists.” he said. “Even people 


who pray in mosques in 
Islamist areas are presumed 
to be Islamist hardliners and 

are sometimes arrested.” 

The families of the disap- 
peared have toured police 
stations and tribunals 
looking for their children. 
They have written letters of 
complaint to the authorities. 
Zeinab Tarrafi said her son. 
a surgeon, was taken in 
April by the guards at the 
hospital where he worked. 
“We have written to every- 
body, even the justice minis- 
ter. even the president," she 
said. “And still, there is no 
word." 


By Robert Gotrine in Yanbu |T£Af{J|i|G 


Mr Joshua rejects a recent 
report commissioned by a 
US industry lobby, group 
which complained that trad- 
ing was too complicated. "I 
hear this all the time but the 
only additional requirement 
of trading would be to record 
transactions," he says. Once 
a phot syst e m was up and 
running, its benefits would 
quickly become apparent 
He and his colleagues have 
two basic requests of govern- 
ment policy-makers in Bonn 
this week and at Kyoto in 
December. One is that indus- 
trialised nations agree at 
least some binding limits on 
emissions, without which 
trading could not get off the 
ground. The second is that 
governments shonld not 
stand in the way of allowing 
trading to start soon after 
Kyoto. 


Campaigners who argue for 
severe cuts in the use of fos- 
sil fuels would probably 
have been as welcome in 
Yanbu. the Saudi Arabian 
industrial city on the Red 
Sea coast, at the weekend as 
a gang of drug runners. 

Given the overwhelming 
role that ofl and natural gas 
plays in the economy of the 
world’s biggest oil exporter, 
it was not surprising to find 
little sympathy among dele- 
gates to a Saudi energy con- 
ference for further curbs on 
the use of petroleum- 

But even in Saudi Arabia, 
sensitivity is growing about 
climate change and its 
causes. . 

On Sunday, All Naum, 
petroleum minister, was 
quick, to point out that the 
kingdom has stopped the 
controversial practice of flar- 
ing the “associated gas” that 
is produced along with ofi. 

But the attitude towards 
global warming of most of 
the big ofl exporters, espe- 
cially those in the Organisa- 
tion of Petroleum Exporting 
Countries, remains cool 

In a recent speech, Ril- 
wanu Lutetian, Opec’s sec- 
retary-general, claimed the 
UN framework convention 
on climate change “had 
resulted in an undue target- 
ing of oil". 

The result, he said, was 
“more discrimination 
against oil and the encour- 
agement of renewable 
energy sources despite the 
(higher) costs”. 

Behind the scenes, some 
Opec producers see more sin- 
ister forces at work. A few 
believe that environmental 
measures are simply a 
smokescreen for a western 
political agenda to restrict 
the financial power of the 
big, mainly Middle East oil 
producers. 

Those of a less conspirato- 
rial opinion merely complain 
of the use of .environmental 
concerns to justify the 
steady growth in the taxa- 
tion of petroleum products 
in industrialised countries; 
Saudi Arabia, for example, 
receives only 17 cents out of 
every dollar’s worth of prod- 
ucts refined from a barrel of 
the country's crude. 

Opec has threatened to 
demand compensation if 
more stringent controls on 
the emission of greenhouse 
gases cuts into their oil 
exports- 

But Michael Grubb, head 
of the energy and environ- 
ment programme at Lon- 
don’s Royal Institute of 
International Affairs, last 
week warned Opec members 
such a policy could be a dou- 
ble-edged sword. 

In a paper delivered to an 
Opec seminar, he said con- 


suming countries could alsd 
cite the principle of campew 
sation for any future ofl 
price rises that threatened’ 
economic growth: “Compen- 
sation seems a dangerous 
for exporters to open 

up” 

Though coal appeals to be 
rm iph more vulnerable to di- 
mate change Initiatives 
because of the greater 
amount of emissions that 
result from its iuse, oil pro- 
ducers are unlikely to escape 
over the long term with 
today’s relatively robust ofl 
ri<*manri growth rates intacL 

Reduced demand would 
probably mean lower prices:. 
Some scenarios even show 
the br un t of lower demand 
failing 1 mainly on less afflu- 
ent-producers such as 
Nigeria, Iraq and Iran. 

Opec oil producers have 
not helped their cause by 
being seen as intransigent 
and insensitive to the envi- 

mnmwit. 

Their generally hardline 
stance contrasts sharply 
with that of Norway, the 
world's second largest oil 
exporter, which has taken a 
n umb er of steps .to reduce 
the environmental impact of 
its petroleum production. 

“Environment and energy 
issues go hand in hand,” 
says Tore S&ndvold, the 
senior civil servant in' the 
petroleum ministry . “There 
is a strong political will to 
handle these issues.” 

Power generation on pro- 
duction platforms accounts 
for a quarter of Norway’s 
carbon dioxide emissions, 
even though the Oslo gov- 
ernment already levies an 
offshore CO, tax . to encour- 
age lower emissions. 

The prospect that offshore 
emissions will rise sharply 
in coming years, along with 
a surge in oil output, has 
resulted in a new technical 
programme to cut emissions 
by about a third over the 
next decade. 

Harald Narvik, the head of 
S tat oil, the state ofl com- 
pany, says Norway’s record 
in greenhouse gas emissions 
Is much better that the UK 
and Russia", with the latter 
said to emit 10 times the 
amount of greenhouse gases 
per unit of natural gas pro- 
duced than Norway. 

Unlike most big oil produc- 
ers, Norwegian officials 
believe there may even be a 
competitive advantage in 
being the most environmen- 
tally acceptable producer of 
oil and gas; with the possi- 
bility some buyers might 
even be willing to pay a pre- 
mium for ^clean” energy • 
supplies. \ . 


Netanyahu Set 
to call time on 
new settlements 


By Judy Dempsey 
in Jerusalem 


Benjamin Netanyahu, the 
Israeli prime minister, is pre- 
pared to stop new plans for 
expanding settlements but. 
will insist work already 
under way will continue, 
senior officials said yester- 
day. 

The gesture, which Mr 
Netanyahu will make to 
Dennis Ross, US Midd le East 
envoy, coincides with the 
resumption of high-level 
talks between Israeli and 
Palestinian negotiators 
under the auspices of the 
US. It signals a modest shift 
in the government’s policy. 

Israel has repeatedly ruled 
out discussion of the settle- 
ment issue despite calls by 
Madeleine Albright, US sec- 
retary of state, for a 
“time-out" on settlements 
expansion in a hid to restore 
confidence and trust in the 
peace process. 

Palestinian officials said, 
however, they would be 
reluctant to accept Mr 
Netanyahu's gesture on set- 
tlements, as it did not stop 
work on the controversial 
settlement at Har Homa in 
east Jerusalem, begun in 
March. 

Palestinians suspended 
peace talks because of the 
settlement, while Israel later 
said it would not resume 
negotiations until Yassir 
Arafat, president of the Pal- 


estinian Authority, cracked 
down on terrorism following 
three suicide bombs attacks 
in Tel Aviv and Jerusalem in 
which 24 Israelis died. 

“It isrimpoesible to stop 
construction already under 
way," said David Bar-Dan, 
media adviser to Mr Netan- 
yahu. “Id wm not be done 
and public opinion would 
not accept it.” 

Howeva-, other officials 
said Mr Netanyahu would 
not giv e tijegohead for “any 
works in tae pipeline. It may 
amount \o a kind ; of 
time-out" T \an official said, 
adding it *as unclear how 
long such a We would last' 
Yesterday’s talks also 
focused an tie. ope nin g af an 
airport in Gaza .and. .the. 
establishment of a safe corrl- 


dor between the West Bank 
and. Gara- Strip, vital to the 
e cono mic, viability of. a 
future Palestiaan state. 

The Gaza, ahfcort is almost 
complete but its operation 
depends on Israel and the 
Palestinians agreeing to 
security arrangEents. 

. JaraeK official are insist- 
fog they have rhands-ori” 
security in thi_ terminal 

winding,, acutely W^itive to 

□ronght into Gaza- 

The safe corridfr IS prov- 
ing difficult asWell. The 
entry and exit prints have' 
b een ag reed buttefls on 
have yet A bofina-: 
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NEWS: WORLD TRADE 


Adidas beats 
Nike to All 


Japanese vehicle exports move up a gear 
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-By Patrick Harveraori 
. In London 

^.The global battle- between 
r -sportswear manufacturers 
;; . lbr the right to supply kits to 
;; top international . sports 
■■ teams escalated yesterday 
when Adidas of Germany 
signed a . record-breaking 
deal with the. All Blacks New 
Z e a l an d ■ rugby squad. 

The value of the five-year 
contract was hot' disclosed 
but it is believed to he worth 
- more than the $45m said to 
have been offered tty Nike, 
Adidas's arch rival and pre- 
viously favourite to clinch 
the deid; - 

' The New - Zealand RFU 
■ described the deal- - which 
will see Adidas supply sports 
equipment; footwear, cloth- 
ing and accessories to the 
All Blades , while also becom- 
ing their principal sponsor - 
as the - largest world rugby 
had ever seen. 

The new deal does not 
. start until 1999, -and the cur- 
rent sponsor,- Canterbury 
International, has the right 
to match or - better the A(fi- 
das offer. However, Canter- 
bury. does not have the 
resources to compete with 
the big manufacturers and 
the New Zealand RFU said it 
expected its contract with 
Adidas to proceed. 

The German company’s 
.- detenmnatioh to defeat Nike 
.. underlines the highly com- 
petitive state of the interna- 
tional sportswear market In 
the past few years, big man- 
ufacturers -have been eager 
to sign exclusive kit deals 
. with top teams as a way of 
promoting their branded 
sportswear worldwide. 


Winning the All Blacks 
con tract was particularly 
important to Adidas because 
‘ if it had lost out to Nike tt 
would, have given the US 
giant international rugby's 
four biggest names. Nike has 
sponsored Australia and 
South Africa for . the past 
year, and two weeks ago the 

Oregon-based group signed a 
£2Qm, six-year deal with the 
Rugby Football Union to 
supply kit to the England 
team. 

Nike . has also been busy 
signing up top football 
teams- Last year it stunned 
the sports world by agreeing 
to pay the Brazilian football 
federation $200m over 20 
years to sponsor the sport's 
world champions. Under 
that revolutionary deal, Nike 
is able to arrange live 
friendly internationals 
between Brazil and top oppo- 
nents each year, and the 
company had been hoping to 
strike a similar arrangement 
with the All Blacks. 

Yet, the Mew Zealand RFU 
was reportedly unhappy 
about handing control of 
part of its fixture list to 
' Nike, and yesterday a 
spokesman said the Adidas 
deal would not require the 
AH Blacks to play in special , 
exhibition games. 

However, Adidas will be 
given naming rights to New 
Zealand rugby's sporting 
academy, where young play- 
ers are developed for the 
national squad. - 
It is not known if the new 
contract with Adidas will 
affect plans being considered 
by the New Zealand RFU to 
float the All Blacks business 
on the stock market 
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By Mice RaWsttidrjf ~ 

Six electronics-', arid 
entertainment companies 
have established a jotot sys- 
tem to license the technol- 
ogy. needed to manufacture 
hardware and software for 
digital video disc (DVD), the 
advanced video' and com- 
puter discs- • 

The launch of the licen- 
sing system - developed by 
a consortium ' including 
Toshiba and Matsushita, the 
Japanese electronics manu- 
facturers, and Thne Warner, 
the US entertainment group 
- should- accelerate DVD’s 
development ' by making it 
easier for other companies to 
produce DVD'players. 

However, the agreement 
•highlights the- conflict 
between their camp and that 
of Philips, the Dutch enter- 
tainment group, audits Jap- 
anese counterparts, Sony 
and Pioneer, which- fa vour a- 
competing system. 

Initially, the entertain- 
ment and 'electronics indus- 
tries bad hoped to: adopt a 
standard format lbr DVD. 
once billed, as . the : most 
promising . new electronics 
product of the Iate'1990s, to 
avoid a format .'war akin to 
that between VHS and Beta- 
max video in the 1980s. " _ 


' : 'After eariy tows over rival 
' technologies, the electronics 
sector appeared to reach con- 
sensus until' the announce- 
ment that Sony. Philips and 
Pioneer intended to break 
ranks by establishing their 
own patent licensing pro- 
gramme. 

TTieir decision was Ini- 
tially dismissed as a ploy to 
put pressure on rival compa- 
. nies in the negotiations over 
DVD technology. Yesterday’s 
announcement made clear 
that, bo far, the Sony friction 
has refused to return to the 
fold. However, the Toshiba 
camp issued a statement say- 
ing it was still in talks with 
Philips and Sony. 

: Id the meantime, the six 
companies, which also incor- 
' porate Hitachi, Victor and 
•Mitsubishi, the Japanese 
electronics concerns, plan to 
imptemerit their' own licen- 
sing system. 

They intend to charge 
other companies royalties 
equivalent to 4 per cent of 
the cost of a DVD player and 
7.5 per cent of a disc in 
return for the right to use 
their technology. 

The system will be admin- 
istered by Toshiba, which 
will liaise with M a t sushita 
and Hitachi in certain coun- 
tries. 
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By Marie NicfioHon 
in New Dattii 4 

Seven international telecoms 
companies h&re submitted 
bids to partffler VSNL, the 
Indian stat^ 1 international 
telecoms operator, for a 
5600m project to turn India 
into a regional telecommuni- 
cations “hrib". • 

The prqjfct aims to create 
a telecoms highway l i nking 
its Asian arid Middle Eastern 
neighbours through a 
high-spee-1 fibre optic net- 
work. 

The hsh would replace 
bilateral - telecoms agree- 
ments between India's Sooth 
Asian sad Middle Eastern 
neighbeurs, offering its 
high-speed link as a cheaper, 
faster network for routing 
regional calls. 

BT-JVCT. toe Anglo-Ameri- 
can te'ecoms alliance which 
origiritted the “hub" concept 
two years ago.in talks with. 
VSNL was- among the expec- 
ted iidders, which ^also 
iricltSed the .“Global -One" 



partnership of Sprint, the US 
operator, Deutsche Telekom, 

- and France Telecom. 

- C&W of toe UK; Hutchison 
Telecom of Hong Kong; 

• Canadian Teleglobe Interna- 
tional; Telstra, the Austra- 
lian telecoms group, and 
'. NextAge, a non-resident 
^ Indian-owned company, also 
submitted bids to India's 
■ Telecom Commission, the 
responsible ministry-' 

Bidding closed cm Friday. 
The Indian government 
solicited bids earlier this 
year for the contract after 
domestic political arid 
-bureaucratic opposition to 
allowing BT-MCI to proceed 
with the proposed project 
alone,, and without a prior 
global tender. 

BT-MCI bas said it wel- 
comes competition for .the 
project re-submitted its 
original blueprint fbr the 
scheme. 

The Indian government 
contacted more -than 20 
international telecoms com* 
pawfeq directly inviting bids. 
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By McNyo Nakamoto 
in Tokyo 

Japanese vehicle 
roanufiirturers enjoyed brisk 
overseas sales in the first 
half of the year, contributing 
to a surge in Japan’s trade 
surplus. 

Due to a weaker yen and 
new models, exports to the 
US rose 18.5 per cent, 
contrasting with slnggish 
activity in the domestic 
market 

The increase in exports to 
the US came in spite of 
Japanese manufacturers' 
efforts to restrain exports for 
political reasons. - 

Exports to Canada soared 
135,4 per cent and In Europe 
they increased 38.1 per cent. 
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according to. the Japan 
Automobile Manufacturers 
Association. 

Toyota, Japan's largest 
vehicle maker, said its 
exports rose nearly 15 per 
cent to LOftn units in the 
first half. Exports of cars 
were particularly firm, 
climbing nearly 18 per 
cent 


Nissan and Honda also 
enjoyed strong export 
growth, at 26 per cent and 58 
per cent respectively. 

US demand for certain 
Toyota models was strong, 
with sales of the 4Rmmer 
sport utility vehicle up 34L3 
per cent in the first hair and 
67.6 per cent in September, 
according to statistics 


compiled by Morgan Stanley. 
Several Lexus luxury vehicle 
models also posted rising 
sales over the period. 

Honda’s exports to the US 
during the period were 92.6 
per cent higher on toe back 
of strong demand for the 
CR-V, Honda's light sport 
utility vehicle. 

The addition of 5.000 


Imparts from Japan boosted 
US sales of the Civic 
passenger vehicle by 20 per 
cent in September, according 
to Morgan Stanley. 

Honda decided at the end 
of 1995 to halt Civic exports 
from Japan to the US and 
meet demand there with 
locally produced units. 
Subsequent strong US 
demand forced toe company 
to continue exports, 
however. 

Honda’s European exports 
grew 99.6 per cent, again 
largely due to the CR-V. 
Mazda saw particularly 
strong growth in Europe as 
exports rose 42 per 
cent. 

Sales activity in Japan, 
however, has been slow. An 


increase in toe consumption 
tax in April has continued to 
depress demand. 

Nissan was bit by a drop 
of nearly u per cent In 
first-half sales. 

The trend has remained 
weak, with all toe five 
leading car makers posting 
sales declines in September. 

Mitsubishi Motors suffered 
the largest fall, at 
almost 12 per cent,' and 
Toyota saw a 9 per cent 
decline. 

Foreign imports have also 
suffered from the sluggish 
Japanese market, with 
imports of foreign badged 
cars in September down 
for the sixth consecutive 
month. 


Hong Kong and Brussels in talks on customs 


By Neil Buckley in Brussels 

Hong Kong and the 
European Union yesterday 
took two important steps 
towards cementing their 
relationship following the 
handover of the territory to 
China, as they agreed to 
begin talks on customs 
co-operation, and business 
leaders launched a joint 
forum. 


The agreement towards 
customs co-operation was 
reached between Sir Leon 
Brittan. EU trade 
, commissioner, and Tung 
Ghee Hwa, chief executive of 
the Hong Kong special 
administrative region, who 
began his first visit to 
Europe in Brussels 
yesterday. 

Sir Leon said bis meeting 
with Mr Tung had laid a 


"sound foundation for rapid 
progress" on the customs 
talks, which would aim to 
reduce paperwork and 
facilitate trade between the 
two sides. 

Mr Tung also attended toe 
first meeting of the 
European Union-Hong Kong 
Business Co-operation 
Committee, aimed at 
promoting trade and 
investment between the two 


sides. Modelled on similar 
groups devoted to promoting 
trade with the US and 
Japan, the committee brings 
together business people 
including Peter Sutherland, 
the former Gatt director 
general, now chairman of 
Goldman Sachs and BP. 
Nlall Fitzgerald, chairman of 
Unilever, Sir Richard 
Green bury, chairman of 
Marks and Spencer, and 


Victor Fung, former Hong 
Kong Businessman of the 
Year. 

Mr Sutherland said 
yesterday EU foreign direct 
investment in Hong Kong 
was negligible compared 
with that in toe US and 
Japan. But Hong Kong was 
the fourth largest source of 
foreign investment behind 
the US, UK and Germany - 
and ahead of Japan - as 


well as being the "gateway 
to China" for foreign 
investors. 

Mr Fung said toe Chinese 
government's plans for 
market reforms affecting 
thousands of state-owned 
enterprises would provide 
huge opportunities for 
European businesses - many 
of which could be reached 
through Hong Kong. 

Trade with China. Page 14 
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NEWS: ASIA-PACIFIC 


Japan’s 
trade 
surplus 
continues 
to rise 

By Paul Abrahams in Tokyo 

Japan '5 politically -sensitive 
trade surplus continued its 
relentless rise in September, 
the sixth month it has 
achieved double digit 
growth. 

The scale of the surplus, 
which rose year-on-year by 
37 per cent to Yl,063bn 
($8.8bn). was the result of 
rapid export growth and the 
slow growth of imports 
which were held back by the 
domestic economy's weak- 
ness. 

Japanese officials tried to 
play dawn the effect of the 
surplus an US-Japan rela- 
tions. Osamu Watanabe, 
nee- minister at the Ministry 
of International Trade and 
Industry, insisted the sur- 
plus as a proportion of gross 
domestic product was 
unlikely to reach levels seen 
in 1992 and 1993, when there 
was considerable trade fric- 
tion between the two coun- 
tries. 

Richard Jerrazn, chief 
economist at IMG Barings in 
Tokyo, said the ratio of sur- 
plus to GOP was presently 2 
per cent, compared with a 
peak of 4.5 per cent in 1993. 
“For the moment the US 
seems w illing to turn a blind 


Officials in 
Japan insist that 
the surplus as a 
proportion of 
GDP is unlikely 
to reach 1992 
and 1993 levels 


eye to the problem," he said. 

Exports, buoyed by the 
yen's weakness, increased 
14-1 per cent in September. 
They were particularly 
boosted by a strong' perfor- 
mance by Japanese automo- 
tive manufacturers whose 
exports increased by 27 per 
cent 

Meanwhile, imports were 
held back by Japan's stutter- 
ing domestic economy, ris- 
ing just 8J per cent Kqji 
Qnu, director general of the 
Economic Planning Agency, 
yesterday conceded the econ- 
omy was at a standstill as 
consumer spending fell in 
response to the controversial 
increase in sales tax in 
April. 

Imports from the US 
increased only 3 jB per cent to 
Y729bn. while those from the 
European Union increased 
just 7 per cent to Y431bn. 

Europe rather than the US 
appears to be bearing the 
full brunt of Japan's export 
surge, as Japanese car mak- 
ers attempt to restrict politi- 
cally-charged exports to the 
US. Overall exports to the 
US rose year on year by 13.3 
per cent, driven by a 15.2 
increase in automotive 
exports. But exports to the 
EU rose 18.5 per cent to 
Y671bn, as car exports 
surged 34.9 per cent 

The one dark cloud on 
Japan's export bonanza was 
Asia where the recent cur- 
rency crisis appears to be 
having an effect on regional 
demand. Exports to Thailand 
fell 18 per cent, while export 
growth to Malaysia and 
Korea slowed to only 6 per 
cent and 5 per cent 

For the six months to Sep- 
tember, the trade surplus 
was Y5,101bn, up 75.9 per 
cent. Exports expanded 15.6 
per cent to Y25,285bn while 
imports grew just 6.4 per 
cent to Y2Q,i8Sbn. Over the 
period, the yen averaged 
Y119.01 to the dollar, com- 
pared with Y 107 .95 last year. 
See World Trade news 


Investors dump won and Taiwan dollar on fears over stability and bankruptcies 


Crisis spreads to 
S Korea and Taiwan 


South Korea 

Seoul Composite 
1.000 


T aiwan . 

SE WaS&ttad index 
11,000 
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By John Burton in Seoul 
and Laura Tyson in Taipei 

The currency crisis tha t has 
battered south-east Asia yes- 
terday reached South Korea 
and Taiwan with the won 
and Taiwan dollar falling to 
record lows. 

The South Korean won 
closed at 924 to the dollar, 
almost 10 won below its 
opening level, as investors 
dumped the currency on 
fears about the stability of 
financial markets buffeted 
by a string of bankruptcies. 

The Taiwan dollar feQ 2-3 
per cent against the US dol- 
lar to close at a 10-yaar low 
of TS3034. Since the central 
bank abandoned its costly 
defence of the currency in an 
abrupt policy U-turn on Fri- 
day, the currency has lost 
almost 7 per cent 

The Taiwanese share 
index plunged by 3.96 per 
cent to 7,316.78. The index, 
deep in a correction, has 
fallen some 28 per cent since 
rocketing to a seven-year 


peak of 10416.74 in August 

The Seoul stock market 
index hit a five-year low yes- 
terday, falling by 3.3 per cent 
to 565-64 points in response 
to news that New Core, the 
nation’s 25th largest con- 
glomerate, was in financial 
trouble. The Seoul bourse 
has dropped by 31 per cent 
from its mid-June peak as a 
wave of bankruptcies has hit 
the highly-leveraged corpo- 
rate sector because of an 
economic slowdown and a 
credit squeeze. 

New Core received 
Won54^hn ($60m) in emer- 
gency bank loans after the 
market closed to stave off a 
threatened bankruptcy. This 
followed the bankruptcy or 
nearcollapse of leading com- 
panies in the computer 
parts, underwear and furni- 
ture sectors last week. 

"Foreign interest In the 
market has evaporated" 
because of the corporate col- 
lapses and feared foreign 
exchange tosses, said Brian 
Hunsaker, an analyst at 


Drestiner JOeinwort Benson 
In Seoul 

To address foreign inves- 
tor confidence, the finance 
ministry last week 
afinoimceH it was increasing 
the foreign limit in listed 
companies by three percent- 
age points to 26 per cent, but 
this had little impact on the 
market Investors were also 
unimpressed with govern- 
ment measures announced 
at the weekend to help the 
market, including giving tax 
breaks to long-term inves- 
tors and delaying until next 
year the overseas and 
domestic listing of state-run 
Korea Telecom. 

Economic analysts say the 
impact of the crisis on 
Taiwan is unlikely to be as 
severe as on the hardest-hit 
Asian neighbours, such as 
Thailand and Malaysia. This 
is because Taiwan’s large 
current account surplus and 
its economy is fundamen- 
tally more healthy. 

Until last Friday, Taiwan’s 
central bank had maintained 
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that the currency was under- 
valued and had allowed 
short-term interest rates to 
soar while defending the 
exchange rate at T$28_5 to 
the US dollar. But the cost of 
defending the currency has 
become too high a price to 
pay far the central bank. 

Ultimately the government 


was Unwilling tO nwrimntna 
this year’s economic recov- 
ery in order to the 

credibility of the central 
h ank The Taiwan dollar is 
expected to continue to slide 
until it finds its own level, 
which analysts suggested 
might be at around T$3l to 
the US dollar. 


Malaysia stocks suffer budget fall-out 


By James Kynge in Kuala Lumpur 

Share prices and the Malaysian 
ringgit declined sharply yesterday 
because of widespread 
disappointment over the country's 
1998 budget unveiled last Friday, 
which appeared to shy away from 
tackling fundamental economic 
problems. 

The Kuala Lumpur Stock 
Exchange's main index fell 26.83 
points, or 3.38 per cent, to 767.97. 
The ringgit was trading at MS3.3275 
to the US dollar late yesterday, 
down from MS3.22 late on Friday. 

The currency is 25 per cent below 
its level in early July, when the 
regional crisis began in earnest. 
Currency dealers said that the 
budget had fallen far short of its 
billing by Anwar Ibrahim, the 


deputy prime minister and finance 
minister, who said that it would be 
“tough". 

Instead of the deep cuts in 
spending that the financial markets 
had sought, there were merely 
minor adjustments aimed at 
tweaking growth down from a 
projected 8 per cent this year to 7 
per cent in 1998. 

“Malaysia wants to be the only 
(south-east Asian) country which is 
hoping to ride out the trouble by 
not doing anything,” said Rajeev 
Malik, senior economist at Jardine 
Fleming In Singapore. 

Economists said the budget made 
dear that Malaysia has embarked 
upon a risky policy gamble. It Is 
hoping to engineer successive 
months of trade surpluses - by 
cutting imports and boosting 


exports - in the hope that these can 
restore confidence in the ringgit and 
therefore bolster the stock market 
Higher stock prices would In turn 
relieve the strain on the country's 
banking system. 

To achieve this, Mr Anwar 
unveiled tax incentives for 
exporters, in particular those which 
sen goods which have had at least 
30 per cent of their value added in 
Malaysia. Import duties of 20 per 
cent on eq ui p men t such bulldozers 
were proposed, and tariffs on luxury 
cars and some consumer goods were 
also raised. Mr Anwar made only 
cosmetic gestures toward dealing 
with what many economists regard 
as grave financial frailties. 

He shortened the period by which 
banks must report non-performing 
loans to three months from six and 


said that loan growth must modify 
from a current 29 per cent to 20 per 
cent at the end of 1998 - a level 
which many observers still regard 
as too high. The danges - , however, is 
that if loan growth continues at 
high levels but the hoped-for trade 
balance improvements do not 
materialise, confidence could 
crumble. 

The financial fall-out would then 
be more severe than if remedial 
steps were taken now to rein in 
lending, economists said. Mr Anwar 
signalled that interest rates are to 
remain at around their relatively 
low current levels. 

“Malaysia is in denial. If the 
gamble does not work, they wOl 
have a higher price to pay than if 
they faced the problems now.” said 
one economist 


Thai politics’ disco daddy 
returns to call the shots 

He still must wrestle with a twin dilemma, writes Ted Bardacke 


Chatichai Choonhavan, the 
77-year-old cigar-chomping 
disco daddy of Thai politics, 
is back. 

With the effective resigna- 
tion of Thailand’s entire cab- 
inet, the former premier’s 
Chart Pattana party, second 
biggest in the ruling six- 
party coalition, is now call- 
ing the shots in Thailand's 
government 

Following the weekend 
announcement by Thanong 
Bidaya.that he would step 
down as finance minister. 
Prime Minister Chavalit 
Yongchaiyudh had little 
choice but to give General 
Chatichai the power to 
choose the new ministers 
charged with economic poli- 
cy-making. 

Stock and currency mar- 
kets took a further battering 
yesterday as the government 
failed to come up with a new 
finance minister. Thousands 
turned out to call on the 
unpopular Mr Chavalit to 
resign. If Gen Chatichai pul- 
led out of the government, 
Mr Chavalit would falL 

Chart Pattana leaders 
claim that with one party 
now in effect in charge of 
the economy, the fractious 
Thai government will finally 
start implementing the diffi- 
cult reforms needed to dean 
up the financial system and 
restore investor confidence. 
But that may yet turn out to 
be another broken promise 
by Thai politicians. 

Forced out of office in a 
1991 coup and subsequently 


declared “unusually rich” by 
a special government tribu- 
nal, Gen Chatichai has never 
repudiated his free-spending 
policies, which many say led 
to the Thai economic bubble. 

Now Gen Chatichai will 
control the finance minister 
portfolio and in doing so, be 
able to name the head of the 
newly established Financial 
Restructuring Authority 
(FRA) which will deal with 
the suspended companies. 
The FRA's operational inde- 
pendence was watered down 
at the initiative of Chart Pat- 
tana. 

The orthodox reasoning on 
the need for a financial 
clean-up is that by shutting 
down as many effectively 
bankrupt companies as pos- 
sible, the government will 
plug a hole in the nation's 
finances and in doing so, 
restore confidence and capi- 
tal inflows. 

Korn Dabaransi, Chart 
Pattana 's deputy leader, sees 
it differently. "The problem 
is not the 58 suspended com- 
panies but the clients of 
those companies, the export- 
ers and producers In the real 
economy. We need to get 
them some money soon," he 
says. 

Mr Korn. Gen Cbatichai’s 
nephew and neighbour in 
the family’s sprawling Bang- 
kok compound, has been qui- 
etly anointed as the party's 
next leader. Critics argue 
that Chart Pattana, like the 
other political parties, is pre- 
paring for the next general 


election, likely within four 
to six months. 

Gaining control of eco- 
nomic ministries gives politi- 
cal and economic leverage, 
still a crucial factor in Thai 
elections despite constitu- 
tional reform. 

Yet Chart Pattana has 
inherited Gen Chavalit's 
twin dilemma: how to con- 
vince talented people to join 
a sinking government, 
widely seen as having only a 
few months left, and an 
uncertainty as to whether 
decisions made now will 
translate into results before 
the public goes to the polls. 

If the cabinet reshuffle 
expected by the end of the 
week fails to sway public 
opinion, it will be Mr Chav- 
alit who takes the fall, leav- 
ing Gen Chatichai to become 
caretaker prime minister, 
though he has told diplo- 
mats he does not want the 
job. 

“Deep down, I think Chati- 
chai wants to redeem him- 
self for the way his last gov- 
ernment ended,” says Pana 
Janviroj, executive editor of 
The Nation newspaper. 

An eerie vision of that 
redemption materialised late 
on Sunday night Gen Chati- 
chai. sitting under a paint- 
ing of himself as prime min - 
ister, presided over a press 
conference announcing the 
cabinet's intention to resign. 

To his left were Montri 
Pongpanich and Chalerm 
Yubamrung, both also 
declared “unusually rich” 


after Gen Chatichai’s last 
stint in power, and both 
leaden of minor parties in 
the coalition. 

To his right were Sanoh 
Thien thong, who describes 
himself as a "good" mafia 
godfather”, and Sukavich 
Rangsitpol, the former edu- 
cation minister last month 
accused in parliament of 
spending millions buying 
obsolete computers for 
schools without electricity. 



Chatichai Choonhavan 


China may 
see rates fall 


By James Harding 


tn 


China's economy continued 
to grow rapidly in thfi. first 
ntno months of 1997* but an 
unexpected slowdown in the 


T-ata of growth in the third 
quarter raised expectations 
of a possible interest rate cut 
before the end of the year. 

The State Statistical 
Bureau reported yesterday 
that china’s gross domestic 
product rose 9 per cant in 
the first three quarters of 
the year compared with the 
B»mp period in 1996. In the 
third quarter, GDP was up 
an estimated 8 per cent com- 
pared with a year earlier. 

Qiu XJaahua, a spokesman 
for the SSB, said, in explain- 
ing the lower than ex pecte d 
third-quarter GDP figures, 
that “the contribution by 
industry to the economy 
showed a certain decline”. 
The consumption and export 
levels were stable, he said. 

The official forecast for 
China's economic growth for 
1997 was recently lowered to 
9.5 pea: cent from 10 per cent, 
compared with a rise in GDP 
of 9.7 per cant last year. 

Beijing also announced 
yest erday an increase in the 
official level of unemploy- 
ment, swollen by the large 
numbers laid off from Chi- 
na’s troubled state-owned 
enterprises. 

The government figure far 
the urban unemployment 
rate in September was 
nearly 4.0 per cent, com- 


pared with 2^8 per cent 
the same time last year, 
the 8m people iobless 
month, 6m were former 
employees , of state oompa-s 
njes, the SSB reported. . 1 

China’s published unem- 
ployment figures are widely 
regarded as extremely con- 
servative and even govern- 
ment officials privately, 
acknowledge toat the jobless 
levels in many of the larger 
provincial cities are nearer 
15-20 per cent. ' 

Last month, . President. 
Jiang Zemin promised to 
accelerate the reform of loss- 
making state -enterprises, 
even though he , acknowl- 
edged that bavev 

an adverse effect on empfey- 
m «it in the short term- . . 

Analysts hi Shanghai said 
yesterday's figures gave the. - 
government greater scope to . 
loosen credit, . a move; 
increasingly seen as a acces- 
sary step to lift the stowing 
economic growth rate-. 
Hoong Yik Luen, head of 
rhmsi research for ING Bar- 
ings, said that as China aims 
to keep growth above 9 per 
cent, the authorities “will 
probably cut interest rates 
sooner rather than later” . 

Expectations of a reduc- 
tion in interest rates and 
speculation that Beijing 
might soon cut the required 
reserve ratio — the deposits 
Chinese banks must leave 
with the central banks as a - 
proportion of their total 
deposits - were bolstered by . 
■awnthwr fail in inflation. 
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US 

on dissidents 


By James Hartflng 

The US embassy in Beijing 
said yesterday that it was 
hopeful it could persuade 
China to release jailed poeti- 
cal dissidents ahead of Presi- 
dent Jiang Zemin’s summit 
with President Clinton next 
week. 

A senior Chinese official 
left open -the possibility of 
“medical parole” for political 
activists, bat insisted that 
China would hot -bow to for- 
eign interference on what it 
deems a domestic legal 
issue. 

China's human rights 
record has dogged the Sin- 
o-US relationship since the 
1989 Tiananmen Square mas- 
sacre of democracy activists. 

A senior US diplomat, who 
declined to be named, said 
China had not ruled out free- 
ing democracy activists on 
medical parole. 

“We have indicated to 
them that one of the most 
effective things that could be 
done to help neutralise the 


human . rights^ quesi 
tion.. . would - better release 
of scene dissidents.; We; are 
hopeful," he said. \ , 'i \ 

Chinese officials lift room, 
for a breakthrough, while 

maintaining the Official line 

that such issues will- be 
decided by the judidaky. 

China has maifatato^d that 
dissidents such as Wang 
Dan, the 27-year-old activist 
who came to- prominence in 
1989, and Wei Jingsheng, the 
Icuig-^taiiding'-ihcim 'id the 
side of tire Chinese- Commu- 
nist party land who was nom- 
inated for the Nobel peace 
prize once again this year, 
are common criminals. r £be 
Beijing leadership, will pot 
wish to be seen to pander 1 , to 
US diplomatic pressure. 

Separately, Chinese and 
US officials in Beijing ! 
yesterday that the two 
tries might reach agreement 
on the import of US nuclear 
power equipment when Frew 
idem Jiang meets President? 
Clinton in Washington. -- ? 
China’s global'- role. Page l4i 
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INTERNATIONAL ECONOMIC INDICATORS: BALANCE OF PAYMENTS 


Trade figures are given In bate* of European currency unfa (Ecu). The Ecu exchange ram shows the number of natfcnal curency. lifts per Ecu. The pemkfa effective 1 
exchange rate is ®i index with 1885=100. \ 
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1st qtr.1997 
2nd qtr.1997 
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December 
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July 
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996 
1036 
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46 6.4242 1112 
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Not all growth is healthy. Short-term gains don’t necessarily lead to long-term 
growth. At VEBA, growth means nothing unless it leads to financial fitness. 
Turning gains into strong returns creates real value: We tripled our share price 
over the last five years. 

VEBA. You may /not know us now, but you will. A $44 billion German com- 
pany active in the fields of electricity, chemicals, oil, trading, transportation, ser- 
vices and telecommunications. We’re big. And, more importantly, we’re strong. 


Our strength lies both in our diversity and our resolute focus on creating sus- 
tainable shareholder value-an unbeatable combination. You might want to 
build some financial muscle of your own. With VEBA. 

For more information, you can reach us at VEBA AG, Corporate Communi- 
cations, Bennigsenplatz 1, D-40474 Diisseldorf, Germany. Telephone: 
++49 (211) 4579-600, Fax: ++49 (211) 4579-532, Internet: www.veba.com 
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Government unity 
strained by Emu 




Uncertainty over single currency policy 


By Robert Peston 
and David Wighton 


The government's unity 
came under strain yesterday 
after weekend briefings by 
advisers to Gordon Brown, 
the chancellor, that he plans 
to rule out sterling's mem- 
bership of a European single 
currency for the five-year 
lifetime of the parli ame nt 

There were also signs that 
Tony Blair's close relation- 
ship with leading business- 
men was at risk, as several 
rang ministers to complain 
about uncertainty over pol- 
icy towards European mone- 
tary union. 

A company director close 
to the Labour leadership 
said he understood Downing 
Street's switchboard had 
been “swamped" with mils 
from anxious executives. 

A minis ter said Mr Blair 
had been surprised by week- 
end press reports that Mr 
Brown planned to tell the 
Commons that no decision 
on joining would be made 
until after the general elec- 
tion. 

"The chancellor told the 


prime minister he had to end 
speculation that the two of 
them were divided over 
Emu,” said the minister. “He 
said he wanted to do this 
with an interview with The 
Times, but the outcome was 
something of a surprise." 

The mini ster added that 

he would be extremely sur- 
prised if Mr Brown's state- 
ment to the Commons on 
Emu. due within four weeks, 
would be categoric on defer- 
ring an Emu decision until 
after tbe next election. 

However, there were also 
signs that Mr Brown's appar- 
ent new position was not 
nearly as hostile to the sin- 
gle currency as it was widely 
interpreted to be. 

His statement to MPs may 
include a commitment to 
strive to create the condi- 
tions for sterling to join 
shortly after the general 
.election, around 2002, a col- 
league said. 

But in order to secure 
entry by the deadline, when 
notes and coins in circula- 
tion would be converted into 
Euros as an important final 
stage in monetary union, he 


needed a few years of 
calm, without incessant 
press speculation an timin g 
of entry. 

Mr Brown hinted at this 
strategy at the launch of the 
Stock Exchange's electronic 
trading system. "Britain will 
need a period of stability 
without continuing specula- 
tion while Britain endea- 
vours to meet the five eco- 
nomic tests [for 
membership]." be said. 

Yesterday sterling rose 
nearly 3 p fennig s against the 
D-Mark to close at DM2£8 in 
London, almost reversing 
the fall of three weeks ago 
when the Financial Times 
reported that the govern- 
ment was looking more 
favourably on Emu. Shares 
fell sharply at the opening 
but the FTSE 100 index 
closed 60.1 points lower, a 
fall of l.l per cent, having 
been 118 down at one stage. 

Labour supporter Chris 
Haskins, the chairman of 
Northern Foods, urged tbe 
government to back entry in 
principle and leave open the 
option of joining before the 
end of the parliament. 


Uneventful start as electronic order book cop e s well with light trading 
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Gordon Brown, the chan cellor of the embeqoer, after switching on tbe electronic system 
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Here in the heart of some of the most natural 
panoramas in the UK you will find a mature, dynamic 
regional economy; with a wide range of manufacturing 
companies, some of them world leaders, 
and a thriving service sector, from financial 
services to the leisure industry. 

CNT, England’s largest owner of 
development land, has many prime greenfield 
sites close to the M6, Mb2 and the key towns 

' '.s. 

of Preston, Warrington, Runcorn - • ,? r 

and Skelmersdale. All ready for 

; rv 

fast-track, no-hassle development. V. 

A major element in the North West s 
business success is its outstanding strategic 
location, offering rapid access to markets 
and suppliers in the UK and Europe. 

The quality of life is equally - : : 
outstanding, with the Lake , 

District, the Peak District 

and Snowdonia near by; excellent sports, leisure, 
cultural and shopping facilities; and attractive housing 
at highly competitive prices. 

Talk to CNT. We’re ready to help you find 
business success here in the North West. 


>-\PRE^N vV \ 

^ Sv/ARRI N GTON 


RUNCORN 



With easy access to international sea and airports, and rapid mil 

and motorway links to the rest of the UK, the North West has one 

of Europe's best communications networks. 
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The North West is one of Europe's most important centres for ‘new century' 
industries, from IT and electronics to aerospace and biotechnology. All the 
ingredient* needed far success are here. 
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The rangy of leisure activities, excellent shopping facilities 
environment give >i high quality of life 



and beautiful 


The region has a si rung academic truda ion with excellent schools, unwersities, 
research facilities. The young worltforce has an ambitious, adventurous outlook. 


LOCATIONS MADE FOR BUSINESS SUCCESS. 

CNT SELLS LAND FOR THE DEVELOPMENT OF BUSINESS PRESSES W KEY LOCATIONS THROUGHOUT .ENGLAND. ^ W: 

ask^boutV development sites""'*' fast-tracV planning, ♦confidential ano comprehensive service. 

CALL 01925 651144 FOR DETAILS. 


e-TTiiiJ: northlfrcnt.ors.uk Internet: http://wu-ie.ent .ors.uk 
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By George Graham, 

Balking Editor 


The London Stock 
Exchange's new automated 
trading system got off to an 
uneventful start yesterday, 
as the market shrugged off 
uncertainties over whether 
the UK would join European 
monetary union. 

The new electronic order 
book coped easily with light 
trading volumes and rela- 
tively low volatility after a 
shaky start. 

Investors were slow to 
take to the new method of 
trading shares, though 
100.000 shares of J. Sains- 
bury, the supermarket 
group, changed hands at the 
opening bell- In the first h a l f 
hour of dealing, only about 
25 per cent of the 3,000 
trades were executed 
through the order book, with 
the remainder handled over 
the telephone in the time- 
honoured fashion. 

“As a starting point in a 
very diffi cult market that is 
quite positive,” said Martin 
Wheatley, head of market 
development at the 
exchange. 

Over the day, 208m FTSE 
100 shares changed hands - 
a very low level of turnover 
- with 88m shares executed 
through the order book. 
Stock exchange officials 
would have been ecstatic to 
have had 50 per cent of 
trades going through the 
order book on the first day 
and were generally content 
with the 42 per cent they 
achieved. 

“For the first day of a new 
system. I would think the 
Stock Exchange would be 


very pleased," said Adrian 
Pinkus, coiead of UK equi- 
ties trading at Merrill Lynch, 
one of .the' largest market- 
makers. . 

“It's gone incredibly 
smoothly;" added Richard 
Balarkas; ; chief operating 
officer for equities at BZW, 
the investment . bank and 
stockbroker recently put up 
far sale by Barclays- 

Stephen Kendall, bead ' of 
European trading, at Nat- 
West Markets, the invest- 
ment banking arm of 
National Westminster Bank , 
said the large ~ spreads 
between buying and selling 
prices narrowed over the 
course of the day. 

“Considering the macro- 
economic side, with the Emu 
debacle over the weekend, 
we have had fairly light vol- 
umes, which has -aided the 
transition to the order 
book." he said. “Clients have 
been very sensible .and not 
flooded the market with 
orders." 

The spread between buy- 
ing and selling prices was 
wider' than usual in early 
trading, averaging around 
0.77 per cent early. on, com- 
pared with an average of 0.6 
per cent under London’s' tra- 
ditional marketmaking sys- 
tem. The exchange said 
around half of all FTSE 100 
stocks traded with a. spread 
of less than 0.5 per cent dur- 
ing the day. Trading was 
briefly suspended in four 
shares - Rail track. Wolseley, 
ICI and Hiys - as a result of 
the exchange's new rule, can- 
ing for a, 10-mlnute halt 
when a price moves more 
than 10 per cent from its 
opening level. 


Fears for jobs 
in state savings 
agency deal 


By James Mackintosh 


; Many of National Savings' 
4,000 staff could lose their 
jobs if the government 
accepts offers to privatise 
the agency's administration, 
according to some bidders 
hoping to run its £l00m 
($162m) ; - back office 
operations. 

National Savings, the gov- 
ernment owned savings 
scheme, which raised £2L2bn 
last year towards servicing 
the national debt, has tried 
to improve Its efficiency in 
recent years, but has been 
hampered by Treasury-im- 
posed spending limits. 

The agency has attracted 
four bidders for a public- 
private partnership in an 
attempt to raise the capital 
to update its ailing comput- 
ers and business systems. 

The four bidders for the 
work are EDS, the US com- 
pany operating Inland Reve- 
nue and Department of 
Social security contracts, an 
ICL-led consortium, Siemens 
Business Services and 
Equip, a consortium led by 
AT&T and Capita. 

At least two of the bidders 
hope to move the agency’s 
civil service (state adminis- 


tration) workforce into the 
private sector aaa prelude to 
redundancies. '.. However, 
there is a hope tiat the bid- 
ders - among thin many of 
the biggest riunes in 
business services - could 
relocate staff wrhin their 
organisations. 

National Saving^ plans to 
reduce the shortlut of bid- 
ders to two by December, 
but said it had noi: decided 
what level of private involve- 
ment it wanted. 'Within 
each bid, there is a variety of 
options, including his in ess 
expansion proposals involv- 
ing the private sector-taking 
on civil service staff] hat we 
asked for," it said. . , 

The team leader of me of 
the bidding groups .p&ited 
out the high costs df gying 
off civil servants-. anF the 
damage it could do t», the 
public face of the organisa- 
tion. > ; 

None of the bidders wixild ' 
comment publicly on row 
many staff may be shed ' 
under their bids. But Cornel . 
Wight at ICL, which is lead- 
ing a consortium innlu rttig 
Coopers & Lybrand and 
Expert an, said it was hophg 
to take on almost all tie- 
employees. 
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Biggest pro-British party walks out after row over republic's claim to region ConSUIUCr 

Unionists quit N Ireland talks "i*” 

By^totarMuoay Brawn from party dissidents and articles 2 and 3 of the repub- ter. in which he said it however, regard the claim as 

thejjemocratic Unionists - lie's 1937 constitution, which would be helpful to have the little more than “verbal 4-g-v 

.irn-Prfti.iL T n L iia ?A*r 1 ^ e opponents of a define the Irish nation as the changes in advance of a final republicanism'’. H# V»vr vrJI 


By John Murray Brawn 

in Belfast . 

The pro-British Ulster 
Unionists walked out of the 
Northern Ireland peace talks 
yesterday after a row over 
the Irish Republic’s territo- 
rial claim to the region. 

On the first day of talks on 
relations between Northern 
Ireland and the republic, the 
UUP, the region’s biggest 
party, accused Irish negotia- 
tors of refusing to give a 
commitment to amend Dub- 
lin’s claim over Northern 
Ireland ahead of a final set- 
tlement. 

The UUP is under pressure 


from party dissidents and 
the Democratic Unionists - 
hardline opponents of a 
united Ireland - to pull out 
of the talks altogether. Yes- 
terday’s move was seen as 
h eadin g off critics before the 
party’s annual conference on 
Saturday. 

However, the incident pro- 
vides a reminder of the diffi- 
culties ahead for the 
multi-party negotiations. 

David Trimble, the UUP 
leader, led hj_< team out of 
the talks “for a period of 
reflection", after David And- 
rews, the Irish foreign minis- 
ter. said he could not give an 
undertaking to repeal 


articles 2 and 3 of the repub- 
lic's 1937 constitution, which 
define the Irish nation as the 
island and its islands. 

In a bid to reassure union- 
ists, Mr Andrews said later 
that “of course articles 2 and 
3 will be discussed during 
the substantive element of 
these talks". But he said 
Dublin would make no com- 
mitment “until we get down 
to the nitty-gritty of negotia- 
tions’’. 

John Taylor, the UUP dep- 
uty leader, said Dublin 
“clearly did not understand 
the sensitivities involved”. 
He quoted a speech by Tony 
Blair, the UK prime minis- 


ter, in which he said it 
would be helpful to have the 
changes in advance of a final 
settlement 

Mr Taylor said the consti- 
tutional niaini was the main 
obstacle to Improved 
co-operation between North- 
ern Ireland and the republic. 

Irish officials say any 
move would have to be part 
of the negotiations and not a 
unilateral gesture. Moreover, 
any change to the constitu- 
tion would have to be 
endorsed by a referendum 

Sinn F6in, the political 
wing of the Irish Republican 
Army, Is widely expected to 
oppose any change. It does, 


however, regard the claim as 
little more than “verh&l 
republicanism”. 

But for moderate national- 
ists. the Irish government's 
claim offers reassurance to 
those who see themselves as 
Irish despite being citizens 
of the UK. 

A Dublin Supreme Court 
decision in the wake of the 
1985 Anglo-Irish Agreement 
ruled the Irish government 
bad a “constitutional imper- 
ative" to pursue its claim. 

Mr Taylor said the UUP 
wanted “a letter or state- 
ment" setting out Dublin’s 
position before the party 
would rejoin the talks. 


Gypsy crisis 
highlights 
asylum policy 


T he crisis over the 
weekend in the 
English Channel port 
of Dover - where the local 
authority has appealed for 
government help to house 
more than iso gypsy asylum 
seekers from central Europe 
- highlights an area of pol- 
icy that Labour criticised in 
opposition but has yet to 
change in office 
Five months into the pre- 
miership of Tony Blair, thou- 
sands of people who applied 
for asylum after arriving in 
the UK, or whose application 
has reached the appeals 
stage, are still denied wel- 
fare benefits. 

In opposition, Labour 
a ttacked the withdrawal of 
benefits from such people, 
promising to “operate a sys- 
tem In which genuine asy- 
lum seekers are treated with 
respect and not left desti- 
tute”. It also pledged to 
“avoid the children of asy- 
lum seekers becoming the 
responsibility of local 
authorities". 

But it is proving harder 
than expected to clear up 
what Mike O’Brien, the 
immigration minister, calls 


the “mess" inherited from 
the former Conservative gov- 
ernment. 

Similarly, asylum seekers 
are still being sent back to 
supposedly safe “third coun- 
tries” before their appeal has 
been heard, despite earlier 
promises to restore “the 
right to remain in Britain 
pending appeal". 

Meanwhile, hundreds of 
asylum seekers not charged 
with any crimes are still 
detained in common law 
prisons and detention cen- 
tres, although Jack Straw, 
the home secretary, had 
promised to hold “the small 
minority of asylum seekers 
in breach of UK immigration 
laws ... in specific detention 
centres rather than prison, 
so far as possible”. 

Labour ministers have 
also followed Conservative 
precedent in imposing a visa 
requirement on countries 
that suddenly produce an 
increased number of asylum 
seekers. Mr O’Brien hinted 
yesterday be might take sim- 
ilar action on Czechs and 
Slovaks to deal with the lat- 
est crisis, though that would 
be bard to square with the 





A Slovakian gypsy family in Dover. The area is struggling to cope with 180 asylum seekers 


Labour has 
hardly changed 
a system that it 
criticised in 
opposition, says 
Edward 
Mortimer 

UK’s policy of encouraging 
closer integration between 
central European countries 
and the EU. 

Ironically, the withdrawal 
of benefits has resulted in 
increased costs for both state 


and local authorities, which 
are legally obliged to assist 
those with “no other ™ami 
of support”. The Refugee 
Council, government-funded 
but independent, gives the 
cost of keeping an asylum 
seeker on benefits as £106 
($171) per week. 

Mr O’Brien told a fringe 
meeting at last month’s 
Labour party conference: 
“We don’t want to see any 
asylum seeker left destitute. 
But this involves a whole 
range of government depart- 
ments ... We have to get it 
right; we're not doing any 
knee-jerk solutions.” 

While conceding that some 
asylum seekers are "in dire 


BUSINESS OPPORTUNITIES 


READERS ARE RECOMMENDED TO SEEK APPROPRIATE PR Og^^StOpAL ADVICE BEFORE ENTERING INTO COMMITMENTS 


ladudedtu Sept Report £ 

Pbamucretics] Dev Services 1.0a 
Conqx*rC(mpOHem Supplier 50k 
LuvimTferiKrPracefiingPlam $L5ri 
SdfSemiceCofeCwcessHJBS 250k 
Cannes Lens Solutions 100k 

Loyally Systems 200k 

Mobile Phone Cases 125k 

Legal Training Via Internet 310k 
TV-faierVfaridOfMftfidK S27flk 
Global Trade Admin Systems 200k 
Book - Magical Tooth Fairies 100k 


Included iu October Report £ 
Industrial Equip Hire S/W 150k 
Specialty PerfonnanceCydes 200k 
Mobile Phone Bioprotection 112a 
Seafood Bar & Restaurant 200k 
Direct Motor Insurance 300k 

New Plumbing fittings 100k 

Classic Bespoke Footwear 400k 
Designer Fashion Retail 75k 
Dis^jfedSptHis/Lemire Equip 100k 
Mid Range AccctHidng S/W 500k 
ftw't Processing Ptam-Imfia 2001 


LARGE SOUTH EAST ASIAN 
PACKAGING MATERIAL MANUFACTURER 
in folding carton, 

E or B Micro Fluted carton 

and plastic flexible packaging, exporting to many countries, 
SEEKS CONTACT WITH 
PURCHASERS OF 
BULK CARTONS 

or plastic flexible packaging materials. Representative 
visiting the UK in the autumn. 

Tel: 01926 497106 
Fax: 01926 497109 



FuU. details available through TRIAL SUBSCRIPTION 
Access t regular flow of screened businesses seeking equity capital 
VCR reviews business plans ft meets the entrepreneurs concerned 


MUSIC LOVER? 

PteBnum and Grammy™ 

wlnrUng music ridusby 
executives seek financial 
partner for newly created 
record tabeL Serious inquiries. 
Mr. Gregory Swendscn 
415-383-4000 (USA) 


PfXMSCT ANDC0UMBKML 
aniaC* b Iff and 

2 nmaorWdBtt.Ai«liMnBacM) aa»Pt i 
ret 01924 20 i sea 
FscOIBMSn 377 


Management Buy-Out 
What is your company 
worth? 

PC qaaattaa vataaicc model. as wed 
by wntuse c^saSss. £-W-95 + VAE 
AriMadsftfloatt 
e^voniiUM 
tBOwanrSm. lonfco WIX WE 
TH:OT71-9T7»ll fta:0I7l-9l7«tC 
Ufctate: MniKKaniteniaui: 
RcpdaKdtyfeScnBUc* 
BlfiCiRlAdMy 


Ftr Mat* mi awcU vWr «K«I: 

Pefwam 23*, DirttUr 

INTERNATIONAL COMPANY 
SERVICES (OK) LIMITED 
Sondbrook House, 2 - 5 Oti Bond St. 
London WIX 3TB. 

Teh +44 171 493 4244 
Fax: +44 171 491 0605 

E-Ma9: uk-Mo@icsl.coni 
httpy/wwwJCSl.cOm 

Channel Islands 

Ful ORstara (naxpooriion & 

Admlnfantjon. 

Trust Estotfishmant. Payrod Systems / 
BtfMnePacMfa* 

for Ex-Patrtatns. 

For doW* 8 appointment writs: 
Cray Trust UtTitad, 2nd Root. 

3« David Place. St Hater. 
Jersey JE247E 

TW: 01 534 878774 Fax: 01 53*35401 
EJUalxroytnM&flLnBi 


MontreuxdVEvey 

Your Place of Business. 




ftr i copy of osr S 

inowtaesy bnxturc i_. ... M 

"hmaaOma'.mtctaR-. 

Daria Office fcr Emnonic Dewtcpnea 
P.O.Box UM.CH-lEOMaWM I 
Rwc4121«5«48.Fn4i:U9a8065 

eiaft MbOpnoosuk 
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BUSINESSES 
FOR SALE 


Appoaro in the Bn a a olal Tima* 

<M> Tuesdays, Fridays and Saturdays. 
For farther faftmwOen 
or to advertlee in tfcte ooctfoa 


+44 00.71873 3349 


FRANCHISING 



Do you just 
want to make 
a living? 


QG0 WXJ @ ©ZkK!® 

transJerrtng from a successful season at the 
King's Head Theatre to the Aldwyeh Theatre 

INVESTMENT REQUIRED 

Bor man information, please contact 

Duncan Gm or Dan Crawford on 
0171 226 8561 


Or build 
a future? 




Successful business established over 20 years in Southern England. 
Opportunities to invest as partner or outright purchase 

Turnover hi excess of £3.000.000 with well established reputation for 
service and quality. 

Write to Bax BS51E. BroocW'Bna.Oic Sndtandi Bridge. UmtaSEISHL 


Print, Copying 6 Design is the life blood of 
ewry business. 

And as an owner of a. Kafl KwUc Centre you wOf hare 
the perfect introduction to aU those businesses. 

So if you hare £45,000 Co invest, the abfSty to manag e 
your own team and enjoy dealing with customers, 
caB us for an In for mati on pack quoting FT 21/10. 

HIEEPHONE 0500 872040 


□eed”. he refused to commit 
himself to restoring the old 
benefits system. 

New legislation would 
inevitably take time, Mr 
O'Brien said. But he gave 
two examples of areas in 
which changes could be 
made without legislation. 
One was detention, a review 
of which' is due to be com- 
pleted this year. Hie other 
was the “white list" of coun- 
tries whose nationals are 
subject to a “fast track” 
appeals procedure because 
there is supposedly “no seri- 
ous risk of persecution". 
This system is still in use, 
although Mr Straw had 
promised not to operate it. 


By Robert Chote 

Higher interest rates and 
Budget tax increases appear 
to have slowed activity in 
the bousing market and set 
consumer confidence on a 
downward trend, three sur- 
veys suggested yesterday. 

The European Commis- 
sion’s monthly poll of UK 
consumers showed confi- 
dence slipping further from 
a peak recorded in August 
but remaining well above 
the level the Labonr govern- 
ment inherited from the 
Conservatives in May. 

People are less confident 
that the economy will 
improve in the coming year 
than they were in Septem- 
ber, although optimists still 
comfortably outnumber pes- 
simists. Fewer people also 
think now a good time to 
make big purchases. 

“The peak in consumer 
confidence may be behind 
us, now that the bnlk of the 
building society windfalls 
has been paid out and mort- 
gage increases are begin- 
ning to feed through," said 
John O’Snllivan, economist 
at NatWest Markets. 

The Credit Card Research 
Group, the payment card 
industry association, said its 
latest survey of credit and 
debit spending showed “ten- 
tative signs of faltering con- 
sumer confidence". 

Although debit card 
spending at £3.7bn last 
month was 18 per cent 
higher than in September 
1996. the increase was well 
below the 30-35 per cent 
growth rates of recent years. 
Credit card spending at 
£4.54bn was £10Qm lower 
than in August, tradition- 
ally a quiet month. Eliza- 
beth Phillips, director of 
CCRG, said this could indi- 
cate “the top of the boom 
has already been reached”. 

The housing market 
slowed in the summer, 
according to a survey of 
more than 250 estate agents. 
The Royal Institution of 
Chartered Surveyors blamed 
the death of the Princess of 
Wales, hot weather and the 
Impact of the Budget 


BUSINESSES WANTED 


VALVE COMPANIES 

UK Company ia migrated in acquiring speciality Vafre companies tn niche 
marten (UK or Etaope) or vahrepnxfcict lira in the following akfagrics. 

• Oil & Gw 

• Cryogenic Applicaikn 

• Defence 

• Pharmaceutical 

• Food & Beverage 

Ideal company six would be «raer £l/2» turnover with limiter opportunity (or 
pradnalmea. 

Addrere enqrtries to: Beat Nr B550S, 

flrancfo TVnaa, Ore Setifenrt Bridga. London 9E19HL 


PROPERTY 

COMPANIES 

Experienced management 
will buy private property 
investment companies. i 
| Associated liabilities and tax I 
implications welcomed, 
i Up to £ooe million available. 

Details <o BoxB5S07, 

P jean rial Times, One Southwark 
Bridge, Loudon SEI 9HL 


SMALL GROUP 
wishing to diversify 

is interested in acquiring 
businesses in any field. 
Recent poor trading results 
need not preclude a reply. 
Write kx Bat B5S0& 
FtandUlim 
OneScUtw drt Bridge; 
Lariat SEIM. 


OFFICE EQUIPMENT 


Due to city bank order postponement we have a large 
quantity of quality executive and system ranges - 
conferences and receptions. Large choice of veneers: 
(Walnut, Rosewood, Ash etc.) 


London Showroom for viewing 
Please contact 


BUSINESSES FOR SALE 


PRINT COPY DESIGN 


FOR SALE 

Midlands Based Flooring Company 

A change in the strategic development plans of its 
parent has resulted in the proposed divestment of 
the above. Established for over 30 years, principal 
features include: 

• Projected turnover of £750k 

• Profitable 

• Varied customer base including major pic's and 
Local Authorities 

• Freehold premises including storage area with 
adjoining offices and yard 

Replies to Box B5427, Financial Times, 

One Southwark Bridge, London SEl 9HL 


UK NEWS DIGEST 

Bonn accused 
of coal subsidy 

The German government could face claims for damages of 
more than £50m ($8un; from UK companies which say it 
has been “illegally” subsidising Its coal industry. Celtic 
Energy, a South Wales coal producer, is claiming damages 
of £ 20 m. the amount it says it has lost over the last two 
years because Germany has paid subsidies totalling £l00m 
to two mining groups, enabling them to undercut prices 
for anthracite coal by about £5 per tonne. Celtic’s claim 
has gone to the European Commission, which has given 
Germany until November 4 to answer the charges. Mr 
Keith McNair, Celtic chief executive, said the unfair com- 
petition threatened the jabs of 3.200 miners, nearly half of 
whom were employed or subcontracted by his company. 

Tower Colliery, another UK coal producer, said it would 
consider whether to seek compensation when the results 
of Celtic's appeal were known. Juliette Jowit \ 

■ ARCHITECTURE I 

British Museum granted $25m j 

Redevelopment of the Brit- I 
ish Museum, one of the 1 

. main projects planned to 
celebrate the millennium . 
became a near certain ty 
yesterday with the 
announcement of a £15. 7m 
lS35.4m) grant from the 
national lottery. Almost 
£86m has now been com- 
mitted to the £97m scheme. 
Sir Norman Foster, the 
architect (left), is planning 
to rec laim the Great Court 
of the museum, a feature of 
Robert Smirke's original 
1823 design, but long hid- 
den beneath later build- 
ings. There wfl] be lecture 
rooms below the courtyard and the whole area will be 
covered with an opaque glass root Antony Thomcroft 

■ GREENPEACE 

Oil licence fight to go to Brussels 

Greenpeace, the environmental pressure group, is to take 
its fight over the exploration of North Atlantic oilfields to 
the European Commission rather than the UK courts, it 
said yesterday. Following last week’s High Court defeat 
over its challenge to the legality of exploration licences 
granted to 30 companies, Greenpeace was advised any 
attempt to take the case to appeal was unlikely to succeed 
because of the scale of investment already made In the 
fields. John Mason 

m BANK STRIKE 

Barclays disputes onion claims 

Barclays Rank disputed rlaims from two finance onions 
yesterday over the impact of a second 24-hour strike in a 
long-running pay dispute. The unions, Unifl and Bifu, said 
more than 28,000 staff walked out. Barclays described 
some of the union claims as “nonsense” and said there 
was less support than on Friday. Andrew Bolger 


BUSINESS SERVICES 


WORLDWIDE PROJECT FUNDING 
SYNDICATED LENDING 

• Construction & Development Loans 
• Refinancmq 
• Acquisition Finance 


Are you looking for US markets? 

Do you want US customers? 

A *\ We deliver them now. 

Camden Partners international, btc. 
Uese Tambunino a Ben Home 
^ ' US Phone: 847004-1414 Far 847/304-1514 
UK Phone: 0171 5447390 Fat 0171 5447330 


COMPANY CASUALTIES 

Company paramedics will rescue 
you and your bus mess whb 
minimum fuss and maximum 
understanding, not the usual 
palliatives. Resuss team includes 
hard hitting solicitors and 
amazing accountants. 

ARealGP. 

Send for details: 


Gran Lane, ffaU, Wen MBdbnda 

DISCOUNT 
INTERNATIONAL 
PHONE CALLS 
Save 50% Now 

Contact Dial International 
Tel: 01 B1 585 0014 
Fax: 01815650075 
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SAVE ON 
INTERNATIONAL 
PHONE CALLS 


•DlgBri On*cMnflffHHf 
OpHcUnre 

-ATVTHMJOtfwr Wn twroria i 
* tie* from Homo, Offleo, 
Hofte , CoW Phonon 
■M Hour GwfcMMr Sondes 
Concrete (tow Low (tore! 

Tel: 1-206-284.8600 

Fax: 1J20&270.0009 
Lime opan 34 homl 
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Senior Capital 
Markets Lawyers 

This leading international investment company wishes to 
appoint one or more senior capital markets lawyer whose role 
will be lo advise investment banking and capital markets management 
in respect of various capital markets transactions. Applicants must be 
U.S. qualified, with more than 4 years’ 
relevant, post qualification experience gained with a leading law firm 
or financial services company and have specified in capital markets 
transactions, including debt, equity and structured derivatives. 
Proficiency in a European language in addition to English desirable 
but not essential. Salary negotiable. 

Please write, in strides! confidence, enctasmg full 
c M T ted M vitae tu Box AS9S7, FBnancfct! Times. 

One Southwark Bridge, London SEI 9HL 








N o one really knows 
now life on earth 
began. Bat many 

oceanographers 

believe it happened in almost 
total darkness in and around 
deep sea hydrothermal ecosys- 
tems that lie along the edges of 
the planers ever-shifting tectonic 
plates. 

On lan d, these volcanic vent 
systems would be comparable to 
geysers. Yet several Kilometres 
below the seabed, at hundreds of 
bare of pressure and several hun- 
dred degrees centigrade, they 
turn seawater into an aggressive 
metal-rich solution capable of 
creating faults, fissures and rifts 
that can extend to the very man- 
tle of the planet. 

This fracturing and faulting 
allows the seawater to penetrate 
deeper into the earth’s crust and 
drives a never-ending cycle of 
hydrothermal activity. In most 
cases, it is also part of the pro- 
cess by which magma the flrriri 
material which cools to form lava 
and other igneous rock, creates 
new crust, causing the Bgqf JcHT r to 
spread at rates of up to t Pc m per 
year. 

The first such deep sea hydro- 
thermal site was Sound in 1977, 
when a team led by Jack Corliss, 
an oceanographer and former 
Oregon State University profes- 
sor, discovered giant worms 
thriving 1 in tepid, yet luxuriant, 
ocean bottom water near an 
undersea feature known as the 
Galapagos Spreading Center, off 
the coast of South America. 

Two years later, the first high 
temperature vent, along with 
mounds of copper, iron and zfan 
sulfide p recipitate was found on 
the East Pacific Rise, an under- 


Volcanic vent systems beneath the ocean may give 
clues about the origins of life, says Bruce Dorminey 

The secrets of 
the deep 




sea ridge near the Gulf of Calif- 
ornia. 

This July, researchers aboard a 
manned French submersible dis- 
covered tens of tree-sized vent 
chimneys spanning a lOOsq m 
area in what is the Atlantic's 
largest known hydrothermal vent 
field. Lying along a 200km seg- 
ment of the Mid-Atlantic Ridge 
southwest of the Azores, the 
Rainbow vent field is one of per- 
haps several hundred sites that 
dissect the Atlantic and the 
Pacific along a 60,000km continu- 
ous ocean-ridge axis. 

Seawater spews out of Tnagma 
chambers at temperatures above 
315°C, laced with hydrogen sul- 
fide and manganese. As it erupts 
through the vents and into the 
cold ocean bottom water, the 
black metal-rich sulfide and 
oxide particles precipitate to 
form chimneys or "Black Smok- 
ers." 

“The upthrust from the vent 
chimneys and their plumes can 
be enough to toss around a 
manned submersible like a cora- 
cle In rapids,” says Chris Ger- 


man. a marine geochemist at the 
Southampton Oceanography Cen- 
tre (Soc) in the UK 

“The plumes can range up to 
100m thick and the chimneys 
themselves are frequently about 
the size of a reasonably-sized 
tree. But by 100m-300m above the 
seabed they run out of energy 
and are dispersed by prevailing 
ocean currents.” 

First evidence for the Rainbow 
field came from a 1991 Soc chemi- 
cal survey showing strong sig- 
nals along a 10km stretch of the 
ridge-axis. This summer, Bridget, 
a £200,000 Soc tethered vehicle 
carrying real-time chemical, 
physical and optical sensors, nar- 
rowed the search area to 40Qsq m. 
Then France's Nautile, built and 
operated by Ifremer (Institute 
Francais pour la Recherche et 
L ’Exploitation de la Mer) was 
directed to the oceanfloor ridge 
to discover the vent site. 

Once sites have been initially 
surveyed, vehicles such as Abe, a 
¥250,000 (£156,000) two-ton Auton- 
omous Benthic Explorer, carry 
out detailed 50sq km ocean-ridge 


surveys at depths of up to 6,000m. 
Developed and constructed by 
the Woods Hole Oceanographic 
Institute in Massachusetts, Abe 
can operate up to six Weeks at a 
time while navigating via previ- 
ously installed high-frequency 
acoustic beacons that it uses to 
guide Itself around the seafloor. 

Meanwhile, Chris Fox, a 
marine geophysicist at the 
National Oceanic and Atmo- 
spheric Administration’s Pacific 
Marine Environmental Lab in 
Oregon, is studying sew ocean- 
ridge volcanic eruptions as part 
of its $3m Vents program to 
understand undersea vulcanlsxn 
better. 

It has tapped into Sosus. the 
US Navy's flfibn Sound Surveil- 
lance System, which was long a 
staple of Cold War submarine 
detection technology in the 
northern Pacific and Atlantic. 
This gives NOAA the ability to 
hear and pinpoint volcanic 
eruptions from all over 
the North Pacific. 

Based on conventional under- 
water telephone cable technol- 
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Smoke signal: Saracen’s Head vent at Broken Spur, MW-Atfentta RU8* 


ogy, Sosus uses large ceramic 
underwater hydrophones (the 
underwater equivalent of a 
microphone) to listen as under- 
sea acoustic pressure changes 
generate current that is sent to 
shore with the help of electronic 
repeaters and amplifiers. 

For areas not covered by Sosus, 
NOAA has developed portable 
battery-powered $40,000 hydro- 
phones, six of which are deployed 
in the South Pacific. Sampling 
acoustically 100 times a second, 
the phones are anchored to the 
seafloor and maintained at 500m 
beneath the surface, where they 


monitor and store 10 gigabytes of 
data for up to a year at a time. 

Yet even with such technology, 
Hans J annas ch, a chemical 
oceanographer at the Mo nterey 
Bay Aquarium Research Institute 
in California, views current 
methods as insufficient to under- 
stand fully how the hydrother- 
mal cycle works. This is particu- 
larly true for areas where the 
magma from the earth’s Interior 
is rawing up fastest. The Mid- 
Ocean Ridge south of Easter 
island, off the coast of Chile, is 
spreading up to 18cm a year, for 
example, while parts of the Mid- 


Atlantic Ridge only spread; lcm a ’ 
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The Monterey gtoupTS Xisin&w ■ . 

situ chemical analysers fitted ' 
with osmotic pumiw- tq atady "... 
fast-moving ridge' se gmen t s / . 
These be deployed for 2cmg^ ._ 
periods. y 

Even so. Dr Jarmaflcn say& £ •> 
"We’re getting a biased yiew of . ; 
the ocean. Things h appe n quickly 7 
when a new vent system fbnns"' ;( ; 
and they don't happen when - 
you’re down there, so weneedto 
deploy more instruments' for . ‘ 
longterm monitoring throughout ^ J 
the year." . . • " . ■ r ‘V- ■■ ] 
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C radled in one's palm, it has the 
texture of an altogether insig- 
nificant and rather lumpy crass 
between sugar and cotton. Yet this 
chemically complex natural polysac- 
charide may end up as a new binding 
agent in cosmetics. 

Extracted some eight years ago from 
Alteromonas madeodu, a micro-organ- 
ism living near a hydrothermal vent 
Grid in the Pacific’s North Ffii basin, 
it is an example of an emerg i ng mar- 
ket derived from life forms which 
flemish in this hostile deep sea envi- 
ronment Potential commercial appli- 
cations range from cosmetics, adhe- 
sives and pharmaceuticals to 
biodetocriflcatian of waste water pol- 
luted with zinc, cadmium and lead. 

The polysaccharides are complex 
sugar polymers that sometimes have 
hundreds of thousands of chemically 
repeating units. As a result, they are 
almost impossible to synthesise. And it 
is still not fully understood what pur- 
pose they serve in the life of the micro- 
organisms. 

“Polysaccharides from extr e m e euvi- 


Marine market makers 

There is commercial potential in micro-organisms from hydrothermal sites 


ronments offer greater diversity of 
properties than anywhere else in the 
biosphere and those from deep sea 
hydro thermal vents remain virtually 
unexplored,” says Richard Lutz, a 
marine biologist and director of the 
Center for Deep Sea Ecology and Bio- 
technology at Rutgers University in 
New Jersey. 

Their host micro-organisms grow in 
temperatures ranging from 2°C - lio°° 
°C, under high pressure and acidity, in 
super-saturated salt and often without 
oxygen, so they can be difficult to 
reproduce in lab conditions. 

Ifremer, France's National Marine 
Research Institute, has a team of 
researchers collecting such bacteria 
samples, which are then cultivated in 
liquid glucose mediums. 

So far, it has identified 20-25 poly- 


saccharides and has patented four, 
with a patent pending mi the extract 
from Alteromonas macleodn. As yet 
there has been no licensing, even 
though Ifremer r emains in touch with 
companies in the French cosmetics, 
food and pharmaceutical industries. 

Fart of the problem lies in offering 
sufficient quantities to be worthwhile 
for Industry. It takes two days to pro- 
duce five to 10 grams of the Altero- 
monas polysaccharide for each litre of 
the culture medium, whereas to be 
truly economical, Ifremer would Hk* 
to increase the yield by a factor of 10. 

Even so, there is strong interest in 
the collection and cultivation of all 
manner of e xtr a ct s from such dee p s ea 
micro-organisms. Rutgers, together 
with the US National Cancer Institute, 
is also screening 300-500 extracts from 


a large spectrum of vent invertebrates 
and micro-organisms. They hope to 
find anti-cancer properties among sam- 
ples collected this past summer along 
the Mid-Atlantic Ridge. 

Meanwhile, a polysaccharide iso- 
lated from Vibrio diabolicus, another 
vent micro-organism, could offer a 
cheaper, more biologically active and 
efficient alternative to Heparin, a nat- 
urally derived anti-coagulant manufac- 
tured from swine. 

Until now, most successful applica- 
tions from deep-sea vent micro-organ- 
isms have been in reagent enzymes 
used for bio-molecular research and in 
processes related to identifying genetic 
fingerprints of criminal suspects. 

The nucleic acid used In such DNA 
amplification has to be recycled up to 
30 times in temperatures up to 95°°C. 


Some extreme hyper- thermophilic 

organisms can even survive at 110°C, 
so the enzymes derived from them are 
ideal for the task. 

Ifremer recently sold to Appligen- 
Oncor, the Strasbourg-based biotech- 
nology company, three enzymes 
derived from vent micro-organisms 
that will also be launched soon as 
DNA amplifiers. Other thermostable 
enzyme applications include deter- 
gents, conversion of cellulose into eth- 
anol, biobleaching of pulp fin* paper 
production and oil recovery. 

“These enzymes [currently] repre- 
sent markets of only $lm (£825,000) to 
$5m per year,* says Eric Bfathur, a 
molecular microbiologist and director 
of the molecular diversity Group at 
Diversa, a San Diego-based biotechnol- 
ogy company. “(But] these 


markets are the tip of the iceberg.” 

Diversa skips . the culturing process , 
of more traditional polysaccharide and 
enzyme harvesting-methods by target- .. 
tri p genes encoded by the organism's 
DNA. That allows the capture and; 
fra gmen tation of the organism's DNA, . 
thus wnafiHng dotting. Mien once the"- 
fra gments are cloned, they are trans- 
planted into generic tost strains like' 
e-coll and baeffhu. 

Now sampling from" deep-sea vents-’, 
along the East Pacific Rise off the.- 
coast of Costa Rica, Diversa is using 
this recombtiiant approach to increase .' 
si gnifican tly polysaccharide' and-, 
enzyme yields. . . .. Y ■ • 

Dr Mafhur believes a . plethora of 
beneficial and marketable enzymes 
and polysaccharides remain in micro- 
organisms that are yet to be discov- 
ered around hydrotii£xmal ; vents. The 
challenge, however, remains to har- 
vest these nticro-aiganlsms in condi- 
tkms which are ezframdy^costly and 
difficult to access. ; 


BUSINESSES FOR SALE 


Marion Wedderiram 0171 873 3234 


Fax 0171873 3064 


Melanie Miles 01718733349 


I BUSINESS FOR SALE 


LEADING UK BRANDED OUTDOOR 
CLOTHING COMPANY 

A loading brand driven company specialising in 
mo design, development, sourdng and 
manufacturing of high performance leisure and 
outdoor wear. PrindpcJ features Include: 

■ Extensive customer base of sports retail 
chains and Independent specialist outdoor 
doming stores: 

■ Committed and experienced management 
team committed to me future development of 
the business; 

■ Turnover of SlOm and profit before tax of film 
for current year. 

Potential purchasers please write to Tamsln Perks at 

Livingstone Guarantee Pic 

Acre House, 11-15 WllOam Road, &§a|3 

London NW1 3ER 


LIVINGSTONE GUARANTEE, 


THE ACQUISITION A DISPOSAL SPECIALISTS 
Regulated by the SPA 


SALE BY PUBLIC AUCTION - 
5TH NOVEMBER 1997 


PORTRUSH - NORTHERN IRELAND 

Two of the province's largest caravan parks. 

LOT ONE - 94 acres opposite ttie world 

famous Royal Portrush Golf links. 

LOT TWO -69.86 acres -strategic location. . 

Both parks within the Causeway Coast - 
Northern Ireland's Premier Holiday Resort. 


MOORE STEPHENS BOOTH WHITE 


By enter of fltejoirt A di nwiattari vo Recovers Rucr La wrence and Makohn Cock 

FOTO VISION LIMITED 

Business and assets for sale 

* Developing and printing laboratory 
- Turnover £1.17M (31 Man* 1997) 

• Hasten ECP415 Processing Machine 

■ 11 employees 

■ Freehold property 

For further information contact Adam Mitchell of the Reoeivars office an 
0 1 702 34648$ or the Receivers agents: 

Edward Symmorate & Partners 
2 Southwark Street. London SE1 2DQ 
TeL- 0171 407 8454 Ref CCve Boetan 


O'CONNOR 

KENNEDY 

TURTLE 

BELFAST OFFICE: J 

7 DONEGAL' SQUARE WEST, BELFAST j 

TEL: 01232 248181 

1 



AH TOMLINSON & CO 


By Order of Alan H- Tomlinson Eaq. F.CLA. MS-P.L. Ad rons itrativc Receiver 
of Yonder Hill Limited and Machine Fabricators (Clnyion) Limited 

FOR SALE 

CHARD, SOMERSET 

Pallet manufacturing plant and fibreglass moulding 
and production unit 
{trading from Leasehold premises) 

ACCRINGTONJLANCASHIRE 

Fabrication, sheet metal and engin ee r in g plant with 
stress relief facility 
(trading from Lea s ehold Premise) 

All Entpriries: 

Ian Davies, & Co„ Brookfield House. 

193/195 Wellington Road South, Stockport SK2 6NG 
Tel: 0161-480 5959 Fax: 0161 480 1433 


FOR SALE IN ITALY 

PAPERBOARD MILL 

Producing 150 tons/daily of 
white lined duplex board. 
Substance 300-550 Grs/Sqm. 
Send Fax to: +39 583 582698 


MAJOR SALE FROM SITE: 

HORIZONTAL BORERS, CNC BEAM DRILLING UNE, 
TUBE MEMBRANE MANUFACTURING LINE, HEAVY 
FABRICATION MACHINERY, MACHINE TOOLS, MOBILE 
A OVERHEAD CRANES (ALL EQUIPMENT 1981 - 1992) 

Sale Data Tuesday lltb 10 Friday 14ft November lOXKMs-lGOQHrs 
Machines Lying: Biokat.69tb km Old National Rd, Tim*. Greece 


dwas Tefc + 30 (0 M2 24941 Fas +30 (0) 2 52 25181 


visit: w \t .henrx butclicr.com/hiokat/ 


► * HENRY 
J^>BUTCHER 


Teh +44 (0) 171 405 8411 
Far: +44 (0)171 405 9772 




ENGINEERING BUSINESS 


Due to retirement of directors 

Well established privately owned materials handling engineering 
company in the des^n/manufacture/service of a unique range of handl i n g 

^giiipiryqr 

Turnover £lm approx. Operating from wholly owned premises in the 

UK. 

Apply Ur. D. A. Walter, 4 The square. Aqptey Guise 
Milton Keynes. MK17 8DF Fax (0190S) 281059 



Cdnnct Norman We»e « 

Andy BrootattHufewmrfi 
a* 01242 237661 fccOIMa 384263 
[y itwiwA 

MbW byteCMBrtilMKMsirfCUISal 



Specialist Light 
Fabrication, Welding 
and Complementary 
Trade Business 
for Sale 

Doe to planned retirement, the 
dir ectors offer for sale this South 
Coast business. 

ft iwi pi fftp yi iBit jnriwrir 

• Strang cattomerbaK 

• Good profit record 

• Trained workforce of 12 

■ Extensive machi n e tool range I 

• Stainless steel capability 

• Turnover of circa £500.000 per 

■ I mriinM premises including 
water frontage. 

• Possibility of freehold purchase 

For Amber farfSonoatkia contact 
Michael WDkmson, 

Weeks Green. College Keep, 4/12 
Ifcnnima Terrace, Southampton. 

Telephone: 91703 632*23 
Fax: 01703638220 


H Ml Barbs: Sandwich Bar: 

Chobljon, Manchester 
Busy area, WT £7,000, GP 50%, 
excellent equipment, vast 
potential. L/up, Rent £230pw. 
BUS £225,000 

fiat 8340 

Harvey Silver Hodgkinmi 
0161 8332080 


Opportunity in Pakistan 

A dairy p roduc t* nuum factoring concern with UHT Mflk Plant. 
Production capacity of lOS.OOO lftges per. day .with butter and yoghurt 
plain. EjqsanBon filriliJy far rmlk powder plant 

Facility is located in centre of Punjab province with easy supply of 'best 
quality milk in Pakistan, j - . 

For detailed information kindly contact: 

Mohammad Sharif Awan{ACA) 

SarwarAwan & Company 
Chartered Accountants 
23 JaB Road, Lahore (Pakistan) 

Tfcl:# 92-42-7581259, 7581253 
Fax: 9 92-42-7578473 


PRINTING AND 
LITHOGRAPHIC 
BUSINESS FOR SALE 
London Based 

Established for over 30 years with a 
current turnover of £35m plus 
Well managed with high profit returns 
Premises of oflprax. 6500 sq. ft. are 
available - Freehold or Leasehold 
Founder director wishing to retire. 

Contact M.J. Lodge FCCA on 
01 992 471472 -fax 01992471474 

U.S. Industrial Equipment/Steei 

Fabrication Co. S4M Sates, 
High grass mwyns, 
estabfished product Ones hi 
gruwfrig maitets indudng 
environmental. Please respond 
to: Financial Tiroes Box# B5S1 2 
Number On* Soutftwaric Bridge 
London, England SE1 9HL 


FOR SALE: GreqiSc design company. A 
unique opportunity to acquire a 
successful, pnftabla design business In 
the glorious west country. Long 
estaUshed with troad dent base and 
mesfesf rapuaBon. wtfis id Bax BS500. 
Rnandw linns. One Souttuak Bridge. 
London SE! 8HL 

SHALL PLUMBERS MERCHANTS In 
North London For Sola. Apply to Box 
B5514, Rnanonl Tins. Ona Southwark 
Bridge. London SEl 9HL 


Liquidations, 
Receiverships & Accnoro 

200-300 Liquidation! and Rec cl v eri hlpi 
End evoy week. Who they arc, Whw they 
did and who io contact. + Scorn of 
Auctions cvqy weefc- 

BUSINESSES FOR SALE Monthly 
publication lining over 100 difTorsnl 
botimaa tor rale. 

For ftarther detaBs - 
Tel: 

Frau 


Wha Established Dust 
Control Company Fox Sale. 

Wbrid wide repoUtian with extensive 
range of top quality products. 
Midland* locution. Pull order book. 
Genuine reason for rale. 
IMaaBoimihMUlha, 
OaSoWfcmfcMte LondM SE19HL 


FOR SALE 

. Highlj pnjflttdbc . 

FAST-FIT BUSINESS : 

TWo depots (one mft MOTfnd&j) - 
m major !0*(|l vkhfa} M2S area, ‘ 

Kadi of London 

‘ItaoofcrOOOtK GPtttJtK >' 
Eh. lAyn-Owoennrirfeig. 

Wire n Bm B330I, Financial llmet .' 
Ona Soorirwharic Bridge. London SEI9HU 


SPECIALITY GBFTWARE 

Importer and distributor of speciality 
gif tw a re nerving chemist trade and 

Turnover £1 A minion and 
profit of £140.000 
for ftuiher mfonraathm coronet: 
Bearwood Corporate Services Ltd, 
19*21 Denmark Street, 
Wokingham. Berio RC402QF 
Tel: (0118)979 6262 
Fax:(0118)9796264 


FOR SALE 

Respected Pracfakm Enginurina Company 
Manutoaurirtfl io SJaintess Sind Pracoss 
Plant PrBBurs Vtssfis and Vto 
TUmowr approx C1M. PmtilaMe. Bftje 
Chip Customer Base Ongobig 
Management Lacd South East, 
la Bn BSHH. fkarolalTlmra. 
Ow SMdbnt Bridge, UodooSEIBHL 


THAMES VALLEY- 

LONG LEASE OR FREEHOLD 

Established over 20 years, with cunoit year turnover circa fM. ’ 
a successful ngn-raanuftaoring limited ecanpany. mgyly ing : 
storage and hantning equipment to the food and alKeri indus tries. 
Servicing a high-profile and stable customer a unique " 
opportunity exists for an en tre pren eur to oonthnie 
its steady growth. 

- Excellent: location and modem premises. _ 

Principal due to retire, bin a transitional period of continued 
involvement coold be ananged. 

Principals only please to Box No: B5S11 
The Financial Timas Ona Southwark Bridga London SEl 9HL 


ABATTOIR 

l&tmmsteE, Dorset 

Tbe oppauuhy ariaei dvougb the LM 


traded u Kalla* Mean, to acquire dtia 
Ihrenaefe »lau*httring end meat wtutie- 
aaEag bntinan tiaroed at OndoDk RonL 
Shafaama. Ddikl 
Uni bating! nwniHnia: 

20.000 tq. ft. of bcUdlaga, including 
■Unghrer facUhy. booids nod paefemg 
halla, offlea and meen 
Modaro cq »Jp tn em 

Freviona atonal tumovar of £10 odBu 

30 reeea anplnyDei 
Enqniiiai« 

UrtePffcngPlnlh pa 

MetUMnon 

31 Great Gearae Street 
BftelBStSQD 

Hah 4U7A29 1500 
helll7«SMK 


ESTABLISHED 
ENGINEERING COMPANY 
FOR SALE: 


OSw hi the Rgku etSSQOJXa 
Bar bram pvtkalan eaten Ea wh 
Smlfla Cooper & Ttotscra 
C hte r t tre d Accon at nafa 
MrUorkjr EEronw,'. 

51 Lodge Lane ; 
DERBY DEI 3HB " 

Tax? 01202 290439 


PLANT HIRE 

DEPOTS FOR SALE 

PLANT HIRE BUSINESSES FOR SALE 
Depots in Johnstone and Aberdeen 

For further detail*, ptenre contact 

J W Brown, Bumthills Group Ltd., 
Tel: 01505 324461 


EXCELLENT OPPORTUNITY 

Receivership sale of new golfcburse; : 
W. Midlands. . . : 

Freehold OIRO £500,000 
Tel: 0171 290 7979 Ref. JLG- : 


















The snap 


William Packer on a delightful 
collection of intimate portraits 
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^"TTfhe collection and 

■ archive of photogra- 

■ phy held at Windsor 

■..-'Castle. which 

j ■ A* amounts to some 
150,000 images, is not just one of 
the largest single departments 
within the Royal Collections, hut 
one of the most significant of its 
kind in the world: Quite possibly 
the oldest and certainly the most 
particular. For the age of photog- 
raphy began more or less with 
the reign of Queen Victoria, and 
Prince Albert, with his enquiring 
mind and fascination with tech- 
nologies, was bound to be 
intrigued by the new medium. 

He was _one . of its earliest 
patrons, the first member of the 
royal family to ait for the camera 
(1842). and soon taking up pho- 
tography himself with enthusi- 
asm. And from that time on, fol- 
lowing Prince Albert's example 
in both respects, the leading pho- 
tographers of the day have been 
commissioned, or their work col- 
lected, while members of the 
royal family themselves have 
proved more than competent 
practitioners. 

Thus the collection embraces 
photography in its every aspect, 
from prime examples of the work 
of the early Victorian masters 
that are great works of art in 
themselves - if we are to allow 
the medium the status of art - to 
family albums and press docu- 
mentation. While the weight of 
attention represented by the col- 
lection over the years has rested, 
naturally enough, oh the mem- 
bers of the royal family and the 
royal round of duty and ceremo- 
nial. it has never been exclu- 
sively so. Indeed, no aspect of the 
collection is more intriguing than 
its reflection of the world at 
large, and not just in terms of 
landscape and topography but of 
personality, from the great men 
and women of the day to per- 
sonal friends and characters. 

It is upon this general aspect of 
personality, both royal and non- 
royal, that the curator of the col- 


- lection. Frances Dimond, has con- 
centrated in rnair in gr the selection 
that is now on view in the 
Queen's Gallery. At a mere 35 
items, it is hardly copious, let 
alone comprehensive, but it does 
offer a most decided and particu- 
lar taste of that larger, as yet 
largely unseen store. 

For the most part she has 
avoided the obvious and fawiniar 
iconic images, and also the work 
of great photographic stars - 
which is not to say she has 
included no great photographs 
nor remarkable images. Sbe has 
gone rather for the half-private, 
half-formal study, from the 1850s 
to the 1930s. Almost all are studio 
shots, or at least carefully posed 
and considered, but within that 
accepted convention, oddly inti- 
mate and even relaxed. 
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A s Dimond puts it. they 
were “taken for pre- 
sentation or for fam- 
ily records , . . there- 
fore likely to have 
been pleasing to the sitters, 
whether — created to express 
personality or achievement, to 
conform to . . . reputation, or to 
fit the public concept of how 
someone in their position should 
look.” Even so, she says, they 
occasionally reveal “traits of 
character which they may not 
have been aware they were dis- 
playing at the time.” It is this 
immediacy which touches us so 
directly across the years. 

There in a row stand the Prin- 
cess Royal's bridesmaids in 1858, 
a bevy of pretty young mid-Victo- 
rian ladies in their white crino- 
lines and floral attributes. The 
hand-coloured version, mimick- 
ing the water-colour that might 
have been something else alto- 
gether, softens their features and 
generalises their presence. It is 
the untouched original beside it 
that rivets the attention, fixing 
the moment of a downcast eye 
here, a half-smile there, no mat- 
ter that the girls are all posing so 
dutifully. 


Wm 




A demure Lady Elizabeth Bowes-Lyons, now the Queen Mother, photographed in 1923 


The prime minister. Arthur 
Balfour 11904) leans stiffly on his 
elbow for his portrait, his very 
awkwardness perversely, disarm- 
ingly natural. The young Queen 
Alexandra, as Princess of Wales 
(1887). so slim and wistful, leans 
more lightly, hand to ear. Cecil 
Rhodes in his shirt-sleeves sim- 
ply stares back at us. impassive 
(1901). King George V. then Duke 
of York (1897), strikes a match to 
light his cigarette. Captain 
Speke, the African explorer (1859) 
stands with self-conscious negli- 
gence against the most improba- 
ble studio backdrop of lake and 


mountains you ever saw. Heavily 
tinted-in, the demure Lady Eliza- 
beth Bowes-Lyon (1923) sits tor 
her portrait at her engagement to 
the Duke of York. 

The Grand Duchess Olga (1887). 
as serious as only a five-year-old 
can be, sits quietly holding her 
dolL She grew up to be a painter, 
and was later photographed in 
her smock at her easel in the 
garden by that keen photogra- 
pher, Queen Alexandra. But the 
most captivating image of all, the 
perfect family photo, is of Lady 
Fitzgerald (1934) seeing her great- 
grand-son held up by his mother. 


W e need companies 
like the Helikon 
Opera of Moscow, 
and in the OK we 
don’t have one. AH the more rea- 
son to welcome it to the Queen 
Elizabeth Hall in London last 
weekend. 

Helikon was founded in 1990 by 
the young Russian producer Dmi- 
try Bertman. Flexible and inex- 
pensive, it aims to provide a radi- 
cal alternative to the big 
companies, stripping away the 
traditional trappings and substi- 
tuting a rare theatrical intensity. 
Unlike Opera Factory, its UK 
cousin, Helikon has won enough 
state backing to become a perma- 
nent company. And unlike 
Moscow Chamber Opera, to 
which it is spiritual heir, the 
members of Helikon can sing 
every bit as well as they act. 

There is one drawback: Heli- 
kon 's productions are self-styled 
“arrangements". Swingeing cuts, 
truncated orchestrations and free 
interpretations are normal prac- 
tice. The fact that such factors 
hardly HiTnitiinhw) the pleasure of 
their London performances 


Opera/ Andrew Clark 


Russians rare and bare 


shows what a vital force Helikon 
has become. 

The double-bill of Maddalerm 
and Mavra was especially valu- 
able. because these shavings 
from two m asters' tables are so 
little known. Composed early in 
Prokofiev's career but unper- 
formed in his lifetime. Madda- 
lena came to light only 20 years 
ago, after his widow emigrated to 
the west and gave the score to 
Edward Downes for completion. 
In concert or on record, it comes 
across as a harmonically adven- 
turous precursor of The Fiery 
Angel. The problem for the stage 
director is that it has an unfin- 
ished, contrived atmosphere. 
There are too many long, discon- 
nected monologues; the whole 
piece hangs in the air. 

Discarding a conventional nar- 
rative approach, Bertman opted 
for pure symbolism, supplement- 
ing Prokofiev’s love triangle with 


a silent fourth character - the 
heroine’s mysterious, masculine 
alter ego. Built around a frame of 
revolving panels and a handful of 
Venetian artefacts, the produc- 
tion was never less than interest- 
ing. but hardly calculated to 
enlighten a non-Russian audi- 
ence. 


M avra , by contrast, 
came across with a 
piquant punch. This 
petit-bourgeois sat- 
ire is a product of Stravinsky’s 
Parisian maturity, its flippant 
sophistication aH the mere effec- 
tive for its brevity. Bertman took 
it at face value: the acting was 
loud but irresistibly witty, with a 
flavour of comic improvisation 
which made everyone feel party 
to the conspiracy. 

The Queen of Spades took us to 
the heart of Helikon 's concept of 
“chamber musical theatre", and 


here we were on much more con- 
troversial territory. By redrafting 
Tchaikovsky’s problematic mas- 
terpiece as a “card game with 
one interval", Bertman turns it 
into a pocket opera, with no cur- 
tain, chorus or comprimarios. 
Worst than that, he does not 
remain true to the spirit of the 
story. 

Set in an imperial drawing- 
room. the drama takes on the 
atmosphere of a psychological 
battleground between Lisa, Her- 
man. Yeletsky and the Countess 
- the latter a vampish aristocrat 
who seduces Herman in the bed- 
room scene and later appears to 
him as a ghost-like nude. The 
final act is a solo scene for Her- 
man. reducing Tchaikovsky's cli- 
max to a whimper. 

Nevertheless, the interpreta- 
tion was all-of-a -piece. There 
were some brilliant aperpus, such 
as the crackjy transmission of 


International 

Arts 

Guide 

I AMSTERDAM 


DANCE 

Hat Muzfektheater 
Tofc 31-20-551 8911 
Lander-Graham-Main: Dutch 
National Ballet programme of 
four 20th-century works - 
Etudes, Lamentation, Embattled 
Garden and Groosland; Oct 21 

exhibitions 

Van Gogh Museum 
Tel: 31-20-570 5200 
Auguste Prdault (1809-1879): 
Romanticism in Bronze. 75 
sculptures and medallions by the 
nonconformist whose works, 
during hfs lifetime, were regularly 
rejected by the Salon jury. This 
display includes important works 
produced during the 1830s and 
1840s; to Jan 11 

■ BERLIN 

CONCERTS 

Konzerthaus Tel: 49-30-203090 
Berlin Symphony Orchestra: 
conducted by Jeny Semkow in 
wort® by Glinka, Dvorak and 


Prokofiev. With violin soloist 
Alyssa Park; Oct 23, 24 

■ BONN 

EXHIBITIONS 

Kunst- und AussfelhirrgshaHe 
der BundesrepubCk 
Deutschland 
’ Tel: 49-228-917 1200 
kunsthalle Bremen: selection of 
important works including 
paintings, sculptures and copper 
engravings from the collection of 
foe Kunsthalle Bremen. Ranges 
from 17th century Dutch painting 
to modem photography; to 
Jan 11 

■ BRUSSELS 

OPERA 

La Monnafe Tel: 32-2-229 1211 

• La Stellkfaura Vendicante: by 
Francesco Provenzale. New 
production directed by Philippe 
Slreuil and conducted by 
Alessandro de March i; Oct 21 . 23 

• Otelio: by Verdi. New 
production conducted by Antonio 
Pappano in a staging by Willy 
Decker. Cast includes Susan 
Chilcatt as Desdemona; Oct 21 

■ CHICAGO 

exhibitions 

Art Institute Of Chicago 

Tel: 1-31 2-443 3600 

• A Collecting Odyssey: Indian. 
Himalayan, and Southeast Asian 

Art from the James and Marilynn 
Atedorf Collection. Around 200 
works of art, primarily Buddhist 
and Hindu sculpture spanning 
nearly 20 centuries; to Oct 26 

• Renoir’s Portraits: Impressions 


of an Age. Around 65 paintings 
spanning foe artist’s career, of 
subjects including Claude Monet 
and Madame Renoir. The show 
has been seen in Ottawa and will 
travel to Texas; opens today 

• The Modem Midwestern 
Landscape: Gertrude Kuh and 
Franz Lipp. Examines foe 
contrasting careers of foes© two 
Chicago-based landscape 
architects from foe 1930s to foe 
1970s. Includes around 70 
drawings and photographs; Kisho 
Kurakawa Gallery, to Nov 30 

OPERA 

Lyric Opera of Chicago 
Tel: 1-312-332 2244 

• tdomeneo: by Mozart. 
Conducted by John Nelson in a 
staging by John Copley; Oct 22 

• Nabucco: by Verdi. New 
production staged by Elijah 
Moshinsky and conducted by 
Bruno Bartoietti. Cast includes 
Maria Guleghina and Samuel 
Ramey; Oct 21 . 24 

■ LONDON 

CONCERTS 
Barbican Centre 
Tet 44-171-638 8891 
London Symphony Orchestra: 
conducted by Andr6 Previn in a 
programme of works by William 
Walton. With violin soloist 
Alexander Barents chik, viola Paul 
Sifverfoome and cellist Tim Hugh; 
Oct 23 

EXHIBITIONS 
Hayward GaBbry 
Tel: 44-171-261 0127 
Objects of Desire; The Modem 
Stilt Life. Exploring 20th century 


developments of a 400-year-old 
genre, this show ranges from 
Picasso and Matisse to 
Oldenburg and Warhol; 
previously seen In New York; to 
Jan 4 

Tate Gallery 

Tel: 44-171-887 8000 

The Age of Rossetti, 

Burne-Jones and Watts: 
Symbolism in Britain 1860-1910. 
Works by British artists including 
foe pre-Raphaelites Rossetti and 
Bume- Jones are presented 
alongside those of European 
contemporaries such as Redon 
and Moreau; to Jan 4 

OPERA 

Shaftesbury Theatre 

Td: 44-171-379 5399 
The Royal Opera The Merry 
Widow, by Franz Leh&r, in a new 
translation by Jeremy Sams. New 
production by Graham Vick, with 
designs by Richard Hudson; Oct 
23,24 

■ MUNICH 

DANCE 

Bayerische Staatsoper 
Tel: 49-89-2185 1920 
Bayerische Staatsballett Swan 
Lake. Sets and costumes are by 
John Macfariane; Oct 23 

OPERA 

Bayerische Staatsoper 
Tel: 49-89-2185 1920 

• Die Zauberfidte: by Mozart 
Conducted by Hans Drewanz in 
a staging by August Everding, 
with designs by Jurgen Rose; 

Oct 21 

• The Love for Three Oranges; 


by Prokofiev. Conducted by 
Roberto Abbado, in a staging by 
Juri Ljubimow, with designs by 
David Borowskij: Oct 22, 24 

■ NEW YORK 

CONCERTS 
Lincoln Center 
Tel: 1-212-721 6500 
New York Philharmonic: 
conducted by Neeme Jfirvi in 
works by Thomson, Tchaikovsky 
and Mendelssohn. With tenor 
Richard Clement and violin 
soloist Tasmin Little; Avery Fisher 
Hall; Oct 21 

EXHIBITIONS 
Museum of Modem Art 
Tel: 1-212-708 9480 
Achilla Castiglioni: Design! First 
US retrospective of the Italian 
architect and designer; to Jan 6 

OPERA 

Metropolitan Opera, Lincoln 
Center Tel: 1-212-362 6000 

• Carmen: by Bizet Revival of a 
production by Franco Zeffirelli; 
Oct 21 

• II Barbiere di Shriglia: by 
Rossini. Revival of a staging by 
John Cox; Oct 22 

New York State Theater 
Tel: 1-212-870 5570 
Iphigenie en Tauride: by Gluck. 
New York City Opera. Conducted 
by Jane Glover and directed by 
Francesco Zambello, with sets by 
Marina Draghict; Oct 21, 24 

■ PARIS 

CONCERTS 

Safe Pfeyd Tel: 33-1 -4561 6589 


Ballet/Clement Crisp 

Essential 

Balanchine 


B irmingham Royal Ballet 
has acquired the Stra- 
vinsky /Balanchine 
Orpheus, and we rejoice. 
This masterwork has not, as I 
recall, been seen in Britain since 
the first visit of the New York 
City Ballet in 1950. Now. as then, 
it presents us with a ritualised 
view of the tragedy, simple and 
purged of excess as Isamu Nogu- 
chi's great design, pure and suc- 
cinct as Stravinsky’s scare. 

Like the pared-to-the-bone 
shapes of Orpheus’ lyre and the 
mask that blinds him, or the ele- 
mental rocks of the setting and 
the terrible appearance of the 
Furies, dance and music resonate 
in our understanding. It is a Noh 
play in the concentration of its 
effects and in the styjSsation of 
its action, and the Birmingham 
cast are well attuned to Its ges- 
tural precision and densely- 
weighted meaning. 

I thought Thursday night’s 
first performance at the Birming- 
ham Hippodrome absolutely wor- 
thy. Joseph Cipolla was Orpheus, 
and like Nicholas Magellan es 
who created the role, he conveys 
anguish with grand simplicity - 
the moment when he must look 
at Eurydice is as if tom from 
him. Catherine Batcheller may 
seem a little tall for Eurydice’s 
choreography, but sbe catches 
the passion that must underiy 
the dances. Andrew Murphy was 
excellent as the dark Angel - a 
role oddly ambiguous, even men- 
acing. and exactly achieved here. 
From the entire cast, from the 
Birmingham Sinfonia under Paul 
Murphy, serious and entirely con- 
vincing performance. The myth 


is made new for us. and made 
urgent. 

Paul Murphy was also a vital 
participant in the revival of Sere- 
nade, which opened this Balan- 
chine triple bill. He revealed the 
music's muscle, with taut 
rhythms, a quick pulse (how- 
good that there was no Russian 
soul wallowing in sentiment), 
and the dance sprung fresh, 
clear, still astonishing in its 
design as in its sensibility to the 
music's impetus. After 64 years, 
it may seem a rite like Orpheus. 
but it is the loveliest of initia- 
tions into classic dancing and 
Andrea Tredinnick, Dorcas Wal- 
ters (luscious pirouettes) and 
Monica Zamora were its admira- 
ble heroines. 


T his Balanchine-fest - 
how welcome when done 
with such shining devo- 
tion - ended with Four 
Temperaments. This is essential 
Balanchine, made in 1946 and as 
pertinent today as it was then in 
saying what academic dance can 
aspire to. Its four “humours" - 
Melancholic. Sanguinic. Phleg- 
matic, Choleric - were well done: 
I much admired the way David 
Justin gorged himself on the 
stage-space. There were moments 
when the accompanying girls 
rushed their fences and scurried 
through steps, but the staging is 
dear. true. And the soaring, pro- 
phetic end - B alanchin e and his 
dancers rising into the Empyrean 
of the next decades - thrills, as it 
did all those years ago. by its 
inevitable and irresistible power. 
How good that BRB has staged 
these sublimities. 


her grand-daughter, to his 
laughing, admiring grandmother, 
her daughter, if you follow. It is 
not a great work of art perhaps, 
but a work of art even so. for 
being so contrived, and yet so 
human and in itself so right. 
Such, time and again, is the story 
of this delightful show. 

Presenting an Image - photo- 
graphs from the Royal Photo- 
graphic Collection at Windsor 
Castle: The Queen’s Gallery, 
Buckingham Palace. London 
SW1, until January 4 catalogue 
sponsored by Kodak. 


Concert/Richard Fairman 

Brandishing the 
stars and stripes 


A sk an American com- 
mentator where the 
news is to be found in 
the US musical world 
and the answer is likely to come 
back: “Washington". The 
National Symphony Orchestra, 
the US capital's orchestra, has a 
new music director in Leonard 
Slatkin and high hopes for what 
he might achieve there. 

The orchestra's recent history 
has not been without its brighter 
moments, but a change in leader- 
ship was overdue. For 17 years, 
the music director of the NSO 
was Mstislav Rostropovich, a 
great musician, but not necessar- 
ily first cboice as a long-term 
orchestral trainer. It is generally 
agreed that he has left the 
orchestra with a high profile, 
thanks to its recording schedule 
and overseas tours, but with 
work to be done on the basics. 

Slatkin, who has proved him- 
self at the Saint Louis Symphony, 
knows that is an ongoing project 
for the years ahead. But he 
clearly wanted to establish his 
presence early on and is taking 
the NSO on a European tour. For 
its London date at the Royal Fes- 
tival Hall on Friday, the new 
all-American team introduced 
themselves with an all-American 
programme. 

This had two advantages. First, 
it discouraged comparisons with 
other leading orchestras in the 
standard classics; and second, it 
played to Slatkin 's strength. No 
other living conductor is a more 
energetic champion of American 
music (Slatkin was artistic direc- 
tor of the 1994 Festival of Ameri- 


the Lisa- Pauline duet by wind-up 
gramophone - distancing it from 
the stage-action just as the music 
is distanced from the style of 
Tchaikovsky's time. And the 
Helikon singers gave perfor- 
mances of extraordinary concen- 
tration. relating to each other, 
and to the audience, with a flair 
rarely seen on the opera stage. 

Acting like a statuesque young 
Anja Silja, but with a large, soul- 
ful soprano. Natalia Zagorin- 
skaya was equally effective as 
the tortured Lisa and the indiffer- 
ent Mad dal ana. Vadim Zaplech- 
ny’s burly, baby-faced Herman , 
was no less fascinating: a won- 
derfully free tenor voice, used 
with musical intelligence and 
dramatic temperament. In 
Mavra. Elena Kachura was the 
slim, sexy Parasha, Sergei Yakov- 
lev a swaggering Hussar. The 
orchestra, with its unmistakeably 
Russian-sounding winds, was 
conducted by Kiril Tikhonov, an 
old routinier who never sold the 
music short 

Sponsored by Smirnoff, as part 
of the Dimensions festival. 


can Music at the South Bank 
Centre in London). 

Friday’s programme included 
two archetypal American com- 
posers. The concert opened with 
Ives's most famous two short 
pieces. The Unanswered Question 
and Central Park m the Dark 
(good spatial effects, tangible 
atmosphere) and ended with Cop- 
land's brash, open-air. super-con- 
fident Third Symphony. Slatkin 
does not play either purely for its 
sensation value, but keeps a grip 
on the music that is strong and 
dynamic. The Copland came 
across as a real symphony, not 
just a showpiece, played to tbe 
hilt despite some occasionally 
ragged ensemble. 

I n between, we had the Con- 
certo for Percussion and 
Orchestra by Joseph 
Schwantner. written in 1995 
and performed here by the popu- 
lar and energetic soloist, Evelyn 
Glennie. The outer movements 
degenerate into busy note-spin- 
ning. but the slow movement pro- 
duces an exotic climate in which 
the many percussion sounds 
headily fill the air vibraphone, 
cow-bells, crotales, and a 
tam-tam Immersed in a water- 
filled kettledrum (the last only 
briefly - a shame i. Finally, two 
blazing extras: a fun minuet by 
Leroy Anderson and a roistering 
march by Souza. Why are Ameri- 
can orchestras so good at 
encores? 

The NSO’s 1997 European tour 
sponsored by David and Mar- 
garet Cole. 


Orchestra de Paris: conducted 
by Ivan Fischer in works by 
Schubert Mozart and Sartok. 
With piano soloist Richard 
Goode; Oct 22 

DANCE 

Op6ra National de Paris, Palais 
Gamier Tel: 33-1-43439696 
Paris Opera Ballet in Swan Lake; 
Oct 21, 22, 23. 24 

EXHIBITIONS 
Grand Patois 
Tel: 33-1-4413 1717 
Georges de La Tour: bringing 
together ail but one of the 43 
works now recognised as the 
work of foe 17th century master, 
gradually recovered from 
obscurity since foe last century. 
The display also Includes 
numerous copies; to Jan 26 

Musde d’Art Modems, Vide da 
Paris Tel: 33-1-5367 4000 
Gilbert & George: major 
retrospective of the British 
artists, comprising some 120 
works and spanning their career 
from their meeting at St Martin's 
School of Art in 1968 to the 
“Fundamental Pictures" of last 
year; to Jan 4 

OPERA 

Op6ra National de Paris, Opdra 
Bastille Tel: 33-1-44731300 
• Aufstieg und Fall der Stadt 
Mahagonny: by Kurt Wall. 
Conducted by Jeffrey Tate in a 
production directed by Graham 
Vick; Oct 23 

9 Turandot: by Puccini. New 
production by Francesca 
Zambello. Conducted by 
Georges Pr§tre until Oct 13, 


when Fabio Luisi takes over. 
With choreography by Alphonse 
Poulin and designs by Alison 
Ch'rtty; Oct 21, 24 

■ TOKYO 

EXHIBITIONS 

Bunkamura Museum of Art 
Tel: 81-3-3477 9252 
Photography in Paris 1905-1997: 
around 240 works by some 53 
photographers, on loan from the 
Centre Georges Pompidou in 
Paris. Those represented include 
Man Ray and Andre Kertesz; to 
Oct 26 


■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
European Time: 

• NBC/Super Channel 
07.00 : FT Business Morning 
10.00: European Money Wheel 
Nonstop live coverage until 15.00 
of European business and the 
financial markets. 

17.30: Financial Timas Business 
Tonight 

• CNBC 

(XL30: Squawk Box 
10.00: European Money Wheel 
18-00: Financial Times Business 
Tonight 


i 
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COMMENT & ANALYSIS 


Personal Views ■ Robert Hormats and Jeffrey Garten 


T he visit of President Jiang 
Zemin to Washington presents 
BID Clinton with an extraordi- 
nary opportunity to 
strengthen US ties with the world’s 
fastest-growing economy and to 
restore momentum to Washington's 
flagging efforts to sustain interna- 
tional trade liberalisation. 

Mr Clinton should use the occasion 
- the first state visit by a 
leader since that of Deng Xiaoping in 
1979 - to forge a partnership for pros- 
perity with Mr Jiang. By doing so, be 
could give a powerful impetus to fur- 
ther integration of China into the 
world market economy. That would 
advance not only China’s reforms, hut 
also the prospects for freer global com- 
merce generally. US trade relations 
win be tested in the coming months. 
Differences with Beijing over World 
Trade Organisation membership 
remain unresolved. The US trade 
imbalance with China is growing 
Congress is pressing far a harder line. 

More broadly, the US deficit with 
Japan is widening and legislation to 
provide “fast track" trade negotiating 
authority is resisted in Congress by 
opponents of further liberalisation. In 
south-east Asia officials question why 
the US, having pressed the region to 
open capital markets, did not provide 
funds to Thailand, when it got into 
trouble. 

Yet the US has many good reasons 
to welcome Mr Jiang’s visit China has 
achieved remarkable economic growth, 
cut inflation dramatically, anti raised 
200m-300m people out of poverty. The 
. 15th Party Congress gave Mr Jiang a 
mandate for si gnifican t reforms and 
elevated his team of modernisers. US- 
China trade and investment flows are 
growing rapidly and Beijing is commit- 
ted to further market opening. 

7t would be a mistake, however, for 
the US to conclude that China is with- 
out serious economic problems. More 
than 100m people live in poverty. Tens 
of thousands of inefficient, highly sub- 
sidised state industries need market 
reform. Jobs must be found for many 
mini ops of workers who will be dis- 
placed. A troubled banking system 
needs to be overhauled. 

The US should not believe that a 
deterioration in economic conditions 
in China would affect only the Chi- 
nese. China ’s failure to overcome these 
problems would slash US exports and 
investment there, costing thousands of 
US jobs. It amid also lead to interna- 
tional economic and political instabil- 
ity. On the other hand, China's success 
would Increase US trade, employment 
and Investment, contributing 
to growth for years. 


Opportunity knocks 


A looming question is whether the 
world’s strongest economic power can 
huge a constructive relationship with 
the world’s most rapidly emerg in g one. 
Or will the US and China view each 
other with mutual suspicion and 
become locked in a prolonged series of 
bilateral economic conflicts? 

The overriding goal should be the 
integration of China into the network 
of market-based roles and institutions 
that make up the international trade 
and financial system. China should 
receive benefits and assume responsi- 
bilities' commensurate with its eco- 
nomic Importance, level of develop- 
ment and trading strength. That would 
enhance Beijing's domestic reforms 
and support a more open global econ- 
omy. Such a partnership would pro- 
vide a framework for sustained 
engagement of US and Chinese eco- 
nomic officials bilaterally and in 
regional and International forums. It 
would also improve US-China co-opera- 
tion on social, political and security 
issues. 

The partnership for prosperity would 
have several components. Initially, Mr 
Clinton should present a coherent 
China policy to the American public, 
and stress the importance of relations 
with Beijing. Bipartisan agreement 
must also be reached to rid the agenda 
of the animal US threats to withhold 
“most favoured nation" status. 
High-level visits must not be held hos- 
tage to the latest US grievance with 
Beijing. 

Highly charged economic, political 
and security issues are interwoven in 
US-China relations. Nothing less than 
annual presidential summits are 
required during this period ctf transi- 
tion. The summits would aim to reach 
agreement on principles to guide the 
relationship. Committees of cabinet 
and sub-cabinet financial and trade 
officials would implement policies. 
That structure would engage future 
generations of leaders in building the 
relationship* 

An initial challenge is to prevent 
debate about China’s membership of 
the WTO from becoming a prolonged 
test of wills between Washington and 
Beijing. As an important trading 
power. China wants others to follow 
WTO rules, so it has a growing interest 
in doing likewise. 

Moreover, these rules give China’s 
reformers additional clout to reduce 
subsidies, liberalise state controls, 
ensure greater scope for the rule of law 
and move towards greater market 
openness. Membership of the World 
Bank, International Monetary Fund 
and Asia Pacific Economic Co-opera- 
tion (Apec) have bolstered China’s 


reforms. So can WTO membership. 

But China fears unrest if it displaces 
mfronng of workers by quickly shut- 
ting too many large factories or remov- 
ing their subsidies. The US should not 
push China to move so rapidly as to 
produce instability. 

Common ground exists. China could 
implement WTO roles In such areas as 
market access, as well as Investment 
and intellectual property protection on 
a schedule similar to most other 
nations. It could slowly phase in cer- 
tain internal adjustments, such as sub- 
sidies to certain industries, reducing 
the adverse impact on jobs. 

Participation in annual Group of 
Seven summits on terms gindinr to 
Russia would enable China’s leaders to 
draw support for reforms from the 
leading market economies and encour- 



ship. V A Then Biff Clinton meets his 
laces * A / Chinese counterpart in 
shut- A/ ml Washington nest week, 

mnv- V V high-on the administra- 

1 not Han's agenda will be the importance of 
is to helping China became more integrated 
into the mainstream of the world econ- 
auid omy. 

as as The underlying assumption is that, 
ment as China further opens its trade and 
n on financial systems, and as it eventually 
ither accepts the rules of the International 
. cer- Monetary Fund and the World Trade 
sub- Organisation, the west will no longer 
wring have to fight with Befiing about every- 
thing from textiles to intellectual prop- 
p of erty rights. Instead, the task will be to 
ir to nudge China along to ensure it 
is to becomes a frilly fledged member of the 
the international community, 
sour- It is an appealing thought, but It is 




equal nearly a quarter atj trfffion 
dollars. The issue isnt just how to 
integrate China - it’s how.to make 
room at the top-” r • • 

Since at least 1622, wtoajmip® 
named Adam Scbafl landed in theNM- 
« _ Mvnmrt Chinese people 


^ tola In bringing 

That 


age Beijing to assume increasing 
responsibility for the global economy. 
China's impact on world trade and 
finance exceeds Russia’s and is grow- 
ing rapidly; exclusion is difficult to 
justify and US support for Inrinainn 
increasingly appropriate 
These steps do not guarantee the US 
and China untroubled economic rela- 
tions. Problems will emerge, some seri- 
ous. Nonetheless, a well- s tr u ct u red US- 
China partnership would promote sus- 
tained high-level contacts. It would 
support China’s reforms and overcame 
recent setbacks to trade liberalisation 
in Asia. Agreement on a partnership 
for prosperity would turn the Washing- 
ton summit into an enduring 
success for both presidents. 

RH 

The author is vice-chairman, Goldman 
Sachs (international), former deputy US 
trade representative and assistant secre- 
tary of state for economic and business 
affairs 
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FT WORLD TELECOMMUNICATIONS 


1 & 2 December 1997, Hotel InterContinental, London 

The 17th annual FT World Telecommunications conference brings together leading industry 
experts to examine and discuss the key issues facing the telecoms industry. 

TOPICS TO BE DISCUSSED INCLUDE 


The Impact of the WTO Breakthrough on National 
Telecoms Markets 

Liberalisation in Continental Europe: Will 1998 be a Big 
Bang', or a Licence to Print Money as with Mobile 
Liberalisation? 

Investment Opportunities in Telecoms: Implications for 
Margins & Returns an Investment in the Context of 
Liberalisation 


• Creating Shareholder Value in the Telecommunications 
Industry 

• Mobile v Fixed Line: Does Mobile Replace Fixed Link? 
Can Quality Problems be Overcome ? 

• New Technologies: Beyond The Hype - The Real 
Implications of the Internet and Prospects for Electronic 
Commerce 


Confirmed Speakers Include 


Sir Peter Barfield CBS 
Chief Executive 
ST 

Mr Jay Naftloo* 

Minister for Pasts. Telecoaimun ications 
and Broadcasting, South Africa 

Mr Arua Sarin 

President A Chief Operating Officer 
Airtouch Communications 

Mr Rkbanl C Notebaert 

Chairman and Chief Executive Officer 
Ameritech 


Sspporteihf ATKEASNEY 


Mr Richard H Brown 

Chief Executive 
Cable and Wireless pic 

Mr Junichiro MJyara 

President 

Nippon Telegraph and Telephone 
Corporation (NTT) 

Mr John Sdgnon 

Chief Executive Officer and President 
UVNET Technologies Incorporated 

Mr Andrew Sohnwaty 

Chief Executive Officer 
Sprint PCS 
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Mr Christopher Cent 
Chief Executive 
Vodafone Group Pic 

Mr Reed E Hnndt 

Chairman 

Federal Communications Commission IFCCI 

Mr David Twyner 

Chief Executive Officer 
Teledexic Corporation 

Mr Don Cruickshank 
Director General 
OFTEL 
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deeply flawed. China is like ly to 
change the global capitalist system as 
much as it wifi be disciplined by it. 
And the west is not remotely ready for 
the tumultuous dislocations ahead. 

China is not Argentina or Poland. Its 
birth as an economic force will not be 
plain awning for the rest of the world. 
Its geographical size (roughly the same 
as the US), its population of L2bn, its 
dizzying economic progress, its exten- 
sive system of advanced education, its 
technological and militar y potential 
and its geopolitical goals mean China’s 
em erg ence as a full partied pant in the 
global marketplace will be as disrup- 
tive as the rise to power of the US at . 
the turn of the century, or Germany 
and Japan in subsequent decades. 

“China enters the world economy 
from a position of enormous strength,” 
says Kenneth Courtis, a Tokyo-based 
global economic strategist at Deutsche- 
Bank. “Its growth rates have been in 
double digits. Its trade is soaring. 
Counting Hong Kong, its reserves 




to Roman Catholicism, vresternej* 
have attempted to remake China to 
their own image. As Jonathan Spence, 
the Yale historian, writes in bis classic 
book. To Change China, ttoeyl mve con- 
sistently felled. It wasn’t that China 
didn't change, but that it always 
fought to retain the right, pradous to 
all great nations, of "de fin i n g her own 
values, dreaming her own dreams 
without alien interference”. 

Consider the potential economic tenr 
sions that the rest of the world wfll 
fece as China emerges in accordance 

with its own rhythms and aspirations. 

First, nhiTia will become a phenome- 
nal export machine. The pace erf its 
exports has been growing at three 
rirriflfi the world average. C hin a is set 
to displace much of the sales of low- 
cost manufectured goods from Thai- 
land. Malaysia, Indonesia and the Phi- 
lippines, worsening their economic 
problems. Moreover, It is fast moving 
upmarket, selling more sophisticated 
manufactured products; such as com- 
puter parts. Already China is closing 
in on Japan as the country most 
responsible for the growing trade defi- 
cit of the US. Within 25 years, the 
World Bank expects China to be the 
second-largest exporter in the world 
next to the US, and dwarfing Japan. 

Second, China wifi become a bottom- 
less pit for foreign capital, creating 
problems for countries that desper- 
ately need foreign investment In the 
1990s alone, there Has been a five-fold 
increase in capital flows to China. Last 
year, flows reached $42 bn (£26bn). 
After the US, China receives more for- 
eign investment than any other coun- " 
try and accounts for 40 per cent of aH 
direct investment in the developing 
world. That is on top of the feet that 
China is the largest borrower from the 
World Bank, the Asian Development 
Bank , and the world's largest recipient 
of foreign aid. 

All this incoming money Is poten- 
tially only the beginning. So for, 
nearly all this capital inflow has gone 
only to the coastal provinces, and most 
has come from Hang Kong companies. 
As China ’s investment policies become 
more open, as other parts of the coun- 
try begin to stir, as a $600bn pro- 
gramme of physical infra s tr u ct u re 
takes shape, a flood of new foreign 
money can be expected. 

Third, China will continue to play by 
different rules, as Japan has done for 


so ions Pushing exports and holding 

towntaports is 

first seven months of 

are up: ‘26 cent while imports have 

S^ased only.13 percent Chi^con- 

ttoues artifidaHy to 

currency, keeping it weak m order to 

stimulate exports. Jt 
the lure of its market to play off ’eom- 
names such as Boeing against rivals 
such as Airbus, and to-award contracts 
only if proprietary technology is sur- 
rendered. . , _ 

Following in the footstep s of Japan 
and South Korea, Beijing Is organising 
much of its industrial structure - such 
as electronics, petrochemicals • and 
autos - into gigantic state-directed 
conglomerates. To the extant that 
fr fripgo ma verick policies succeed, they 
will provide an alternative to the 
American model of capitalism, the 
search for winch is bec oming intense 
in big emerging markets from Brazil to 

Indonesia. • . • 

Fourth, China will tear at the. fabric 
of the new WTO once it is admitted. 
Beijing will require at least a decade's 
grace to evolve into a real market , 
economy. During this transition, the , 
west wifi confront unrel en ting prob- 
lems when pressing Bering to uphold 
commitments on issues ranging from 
privatisation of state companies to cur - 
rency convertibility, let alone tariffs, 
subsidies and quotas. That could con- 
sume the WTO’s energies, at the 
expense of essential new global trade 
agreements covering high-technology 
trade, foreign investment and anti- 
competitive practices. 

None of this means that China 
shouldn't be encouraged to join r the 
western club. After all, the alterna- 
tives are worse. But as Nicholas Lardy, 
rtifna expert and senior feBowat'the 
Brookings Institute in Washington, 
asks: will China conform' to western 
values or will It force the west' to 
change? In the fece at powerful capital- 
ist currents to the global economy, tbe 
answer is 'that both .will happen, 
vtn gag in g with' Beijing will surely be a 
much longer and more painful process 
than western leaders now contemplate. 

At the forthcoming bilateral summit, 
there will no doubt be the usual round 
of statesman-like rhetoric. But the 
west should remember that, hitherto, 
China has been an elephant dipping its 
trunk into ton water. Now it is about 
to jump into the pool 


The author is dean of the Yale School of 
Management and author of The- Big 
Ten: The Big Emerging Markets and 
How ’ They Will Change Our Lives 
(Basic Books 1937) 
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System of reviewing wage rates 
without imposing ‘pay norms’ 


From Mr Peter Ingram. 

Sir, Your editorial “Pay 
minimum" (October 15) 
rightly identifies uprattog as 
the important issue to the 
minimum wage debate. Any 
minimum wage rate, once 
introduced, will become the 
subject of periodic upgrading 
to relate the wage to chang- 
ing economic circumstances. 
Upgrading, and the interval 
between wage upgrades, 
may provide a de facto 
stance on income growth. 
Regardless of the level at 
which the minimum accept- 
able wage is introduced, tbe 
rate of wage change from 
that level, and its national 
coverage, could have wide 
ranging consequences in the 
labour market. 

More than 90 per cent of 
employees receive an annual 
change in wages. One possi- 


bility would be to leave 
these periodic changes to 
wages to the current 
ar rangem ents, with employ- 
ers awarding annual wage 
changes to response to work- 
place constraints while the 
basic natio na l minimum 
wage rate was subject to a 
three to five-year review. 

Research shows that 
employees to the private sec- 
tor - where the majority of 
people who are likely to be 
covered by a minimum wage 
work - experience differ- 
ences to the size of their rel- 
ative wage increases from 
year to year. In any year, 
some groups do badly while 
others do well Over several 
years, the cumulative 
change to wages tends to 
balance out. 

Allowing this flexibility 
would leave wage decision- 


making to tbe individual 
employer from year to year, 
subject to the national wage 
rate being met . 

Employers could not 
afford to Ignore the need to 
increase wages roughly in 
line with wages elsewhere in 
the economy as the funda- 
mental review of the mini- 
mum wage would require 
them to meet successive 
b enchma rks. The system 
would protect the oscillation 
in wage outcomes from year 
to year, yet provide a mecha- 
nism to review wage rates 
without an annual imposi- 
tion of an effective “pay 


Peter Ingram. 

Lecturer in economics. 
University of Surrey, 
Guildford, 

Surrey GU2 sm, UK 


Government’s fossil fuel subsidies must 
give way to renewable energy funding 

From Mr David CromweH year since 1990 to prop up existing 1 solar renewables 

Sir, As a former Shell the fossil fuel and nuclear will bring about the sort of 

explorati on ge ophysicist and industries in subsidies from mass marketing and price • 

a Green activist, I find it the European Union and reductions for these tecfanol- 

heartening to see Shell western European govern- ogies we saw with mobile 

finally make a s i gnifi cant meats. In stark contrast, the phones and compact discs: 

move into the market for real environmental solutions Such a decision would 

renewable energy sources. - such as solar electricity enable us to take tougher 

However, taxpayers are and wind power - received earlier action to cut CO ’ 

still funding fossil fuel only $L5bm one tenth of the emissions and phase out 

twang- dangerous fcsafl IM and 

countries - including the UK The money handed out to nuclear energy 

- reward companies actively the fossil feel and nuclear H the UK government 

exploring and developing oil industries is suppressing and wants to a void amotions 

and gas reserves with slowing the rise of solar of cofiudtog with theoff 

favourable tax treatment or renewable energy technolo- ’ coal anddSntaant e Wrf c 

low royalties. It is crudal gies. It reinforces foe domi- ity industries, it mutaton 

that governments now nance and influence of foe subsidising fisilfSto 

reduce subsidies made to the traditional industries, and feromtf^newabl»nrrar - 

fossil fuel Industry and do takes much-needed money wadies now. 

more to increase renewable away from the alternatives. David Cromwell 

energy technologies. It also undermines the ElTs Southampton G^en Partv 

Greenpeace reports that notion of truly “competitive” MAvenueltoai^ 

nearly $i5bn of taxpayers' energy markets. Soufoamotom 

money has been used every Accelerating foe use of S0146TT UK 


year since 1990 to prop up 
the fossil fuel and nuclear 
industries in subsidies from 
the European Union and - 
western European govern- 
ments. In stark contrast, the 
real environmental solutions 
- such as solar electricity 
and wind power - received 
only $L5bn: one tenth of the 
funding. 

The money handed out to 
the fossil fuel and nuclear 
industries is suppressing and 

slowing the rise erf solar 
renewable energy technolo- ' 
gies. It reinforces foe domi- 
nance and iaflttenrtt of foe 
traditional industries, and 
takes much-needed money 
away from the alternatives. 

It also undermines the ElTs 
notion of truly “competitive” 
energy markets. 

Accelerating foe use erf 


Signs of Britain springing back to its roots 

From Mr Rrir m il , n._ j „ _ . 


From Mr Eric Jones. 

Sir. Mr Steve McGiffen 
(Letters. October 14) believes 
that announcing “later this 
fell" the possibility of the 
UK entering Emu signifies 
Engiish-Engiish entering 


“the autumn of its days". 

Not so. "Fail" is an accept- 
able old regional term for 
autumn, for example in Dor- 
set Rather, one mi ght say 
the country is sprin g in g 
back to its roots. 


Eric Jones, 


Undermining 

pensions: 

From Ms Arm Robinson, 

Sir, The reported view of 
the UK’s department of 
social security “Shadow over 
pensions tax relief", 10 Octo- 
ber), that tax relief far pen- 
sions disproportionately ben- 
efits the better-off, appears 
to be based on misconcep- 
tions as to tbe nature a nd 
effect of tax relief for contri- 
butions, and hence is sup- 
ported by figures of dubious 
quality. 

Most of the £6Sbn quoted 
has nothing to do with prir - 
vate pensions. The £i3tm net 
figure for tax relief far pri- 
vate pensions does nor have 
regard to the future revenue 
from foe taxation of retire- 
ment income. Contributions 
are pay which has been 
deferred and will be fanrpfl on . 
receipt In future years reve- 
nue will rise as more taxpay- 
ers enjoy growing TEt m>wignt 
incomes. If the government " 
moves away from foe princi- 
ple that pay 'not received is 
not taxed, an entireiy.hew 
concept of income ta^Hfvn - 
will have been introduced. 

The growing number of 
pensioners who are bdter off . 

today is largely due to foe ■ 

success erf occupational pen- 
sious. Surely the govern- 
ment’s objective must be to -„ 
encourage foe 50 per exmt of 
people who are making • ■ 

insufficient pension provi- 7 
sian. not to deter those who 
are already doing so. Ifpen- 
sion savings are^disbauraged 
fli^.wfllbenmre.poarer • 
pen^oners in future years- • 
and therefore higher public 
spending and taxation.-'-" - 

It would be .better if policy 
development could go back 
to first principles to design a 
fairer, smqder tax str ucture - 
for peflskiiis. The present , 
system Is both complex and ' 
nnfeirtQ foelower paid; 
Imposing double taxation is - 
; not foe way toflx it. . ' 

.. If the UK gove rnme nt 
■?fches, as it says, to encour- " 
age p ension provision, ft 
cannot allow the Tfcewury to . 
80 on undermining nmetAiw 


Wallotstrasse 19, 
D-14193, 

Berlin, 

Germany 


Ann Robinson, '. : 

dftectoi^enaral,'-''’ ~ 

The National Associati on of 
Pension Funds, 1 

GrosvenortSardens, 

femdon SWiW ode, uk . 
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Solidarity 

revisited 


| The coalition agreement signed 
yesterday between the victors of 
last month's Polish elections 
[ recreates. In an updated farm, 
the did Solidarity aTiiari<y» . The 
question now is whether it will 
prove more coherent and dura- 
ble than the original version. In 
the early 1890s, infernal gp]itS 
| opened the way for the poet- 
communist restoration under 
which Poland was ruled for the 
! last four years. 

The omens are reasonably 
[ good. The policy agreement 
between Solidarity Electoral 
Action CAWS] and the Freedom 
Union CUW) will produce a gov- 
ernment led by Mr Jerzy Buzek 
of the AWS. Mr Leszek Balcer- 
owicz, the UW leader and pilot 
j of Poland's ground-breaking 
1990 economic stabilisation 
plan, comes back as finance 
minister and deputy prime min- 
ister. 

The two men like and respect 
each other,' which Is a good 
start The division of spoils also 
gives the pro-business and pro 
European tJW several important 
ministries, including foreign 
affairs, defence and transport 
These are important now that 
Poland’s membership of both 
Nato and EU is on the agenda 
and big investment is needed to 
build a motorway network and 
| modernise the railways. 

But much depends on 
! whether Mr Balcerowicz will be 
able to assert overall control of 
I economic and financial policy, 
i After all, key economic minis- 
( tries such as the newly 


Whale meet 


There are two reasons for 
saving the whales: one good and 
one bad. They have became so 
entangle d that the effectiveness 
- and even the existence - of 
the International Whaling Cam- 
mission must now be in the bal- 
ance. 

The 43-nation 2WC, which is 
meeting in Monaco this week, 
was founded half a century ago 
for the better of these reasons. 
That was to prevent stocks from 
being ovav-explotted. It failed 
miserably. By the end of the 
1960s, many of the larger spe- 
cies had been driven almost to 
extinction. But it was not until 
1986 that an international mora- 
torium on whaling was agreed. 

By then a new argument was 
being advanced. It was said that 
kilting wbales should be 
stopped, not just to conserve 
species, but because they are 
noble animals. This was given 
emotional support from images 
of giant whales pouring blood 
into the ocean or being ripped 
apart on factory ships. 

The widespread revulsion 
against such MiHng is under- 
standable, but it has not proved 
a good basis for international 
agreement. Norway (which 
refused to accept the morato- 
rium) and Japan (which permits 
whaling for “scientific*’ pur- 
poses) may fairly argue that 
there is no good reason for dis- 
tinguishing whales from other 
Wild animals killed for their 
meat - such as boar in France. 


In practice such arguments 
revolve around only one species 
of small whale, the minke. AD 
others are still endangered and 
by common, consent, need pro- 
tectum. 

Japan now catches about 440 
minkes a year. Norway takes 
another 540. These figures are 
tiny compared to the 1X2,000 
minkes estimated to inbflbf* the 
north Atlantic and the 700,000 
in the southern ocean. With 
stocks of such a size, a complete 
ban cannot be justified on con- 
servation grounds. 

An Irish proposal for a limited 
lifting of the ban therefore 
makes good pragmatic sense. If 
the IWC can agree it, minke 
whales would only be hunted 
within the countries’ coastal 
waters, and trade would be ban- 
ned. Even if this were to result 
in somewhat higher catches 
than at present, stocks would 
not be threatened. And there 
would be great gains from 
bringing Japan and Norway 
back into the agreement 

Both nations would then be 
more likely to police their own 
whaling industries effectively, 
for example by taking DNA 
samples from each animal and 
so ensuring that meat sold in 
supermarkets was legitimately 
caught 

If the IWC cannot move 
towards a deal of this kind or 
retreats into emotion, it is likely 
to be ignored. And then it will 
lose its fimetion. 


Copywrong 


The Publishers Association, the 
trade imtnn of British book pub- 
lishing, has seen the future and 
does not like the look of it The 
gggnfTtjrtinn is upset because US- 
based Internet booksellers are 
supplying UK customers with 
books licensed for sale in the 
US. Such ungentlemanly con- 
duct, the association says, is 
unfair, illegal and must stop. 

Never mind that UK consum- 
ers increasingly benefit from 
this form of electronic mail- 
order. Because US publishing is 
highly competitive, they can 
buy books there far more 
cheaply than in Britain. 

The Publishers Association 
says these “parallel imports” 
breach UK copyright law and 
threaten the public good. It says 
that if the law no longer served 
to restrict imports, competition 
would erode the margins on 
best-sellers, which publishers 
need to support riskier authors 
and titles. Entrepreneurship, 
consumer choice - indeed, the 
nation's cultural identity - 
would all thereby suffer. 

The association's arguments 
resemble those it used unsuc- 
cessfully to oppose abolition of 
the Net Book Agreement, a 
price-fixing scheme, two years 
ago. Its current arguments are 

just as fill! of holes. Premium 
pricing of best-sellers, sustained 
by import restrictions, is a con- 
cealed tax. It is questionable in 
principle, and its alleged utility 
is unproven. 


New technologies are revolut- 
ionising the economics of pub- 
lishing. A freer and more com- 
petitive market would 
encourage innovation by sm a ll 
specialist publishers, efficient 
enough to prosper without the 
cross-subsidies which estab- 
lished companies need to cover 
their costs. Perhaps that is what 
the Publishers Association’s 
members really fear. 

But, says the association, it 
has the law an its side. Perhaps. 
The UK law has never been 
tested in this context - nor was 
it designed for it Copyright law 
was intended to protect authors’ 
rights, not to segment markets 
and allow differential pricing. 
Like most of the world’s other 
intellectual property rules, the 
UK law dates from an era when 
national markets were protected 
by high import barriers and 
slow and expensive communica- 
tions. Such rules are ill-suited to 
an age when instantaneous 
communications and intensify- 
ing international competition 
are fast rendering economic 
frontiers irrelevant. 

Intellectual property legisla- 
tion needs to be updated if it is 
not to lead to increasing distor- 
tions and anomalies in global 
markets. By drawing attention 
to that need, the Publishers 
Association has performed a 
public service - even, though it 
ctoms less interested in promo- 
ting global competition than in 
hiding from it. 


COMMENT & ANALYSIS 


The cost of dithering 

The UK government’s on-again, off- again policy towards Emu 
could diminish Britain’s voice in Europe, says Lionel Barber 


upgraded treasury and the 
labour ministry will be held by 
AWS ministers. Their electoral 
base lies In the strongly union- 
ised, over-manned and still 
state-owned basic industries. 
The unions are very weak in the 
fast-growing private sector 
which represents Poland's 
fixture and where Mr Balcerow- 
icz has his support base. 

During the election campaign 
Mr Balcerowicz criticised the 
former communists for slowing 
down the pace of privatisation 
and pension and other reforms. 
He promised to speed up both in 
order to attract more foreign 
investment and to raise the flow 
of domestic savings to an 
increasingly privatised econ- 
omy. 

That is what is needed if the 
Polish economy is to grow by 
the 7 per cent or more annually 
of which it is capable. Growth 
on this scale will be needed to 
narrow the gap between Polish l 
and EU living standards in Hmo 
for first-round entry into an 
enlarged Europe. 

Foreign investors will be 
watching closely to see whether 
the Balcerowicz view prevails. 
Their focus will be on the 
treasury's privatisation perfor- 
mance and on how the labour 
ministry deals with the pension 
and social security reforms. In 
both areas progress win be cru- 
cial to the success of the new] 
government 

Keeping the AWS focused on 
these issues is Mr Balcerowicz's 
main task. 


F rom the vantage point 
of Europe, the Labour 
government's topsy- 
turvy policy toward 
Britain joining eco- 
nomic and monetary union car- 
ries an air otdfyd vu. 

For five years, European lead- 
ers watched with frustration the 
previous Conservative govern- 
ment's manoeuverings over Emu. 
Tony Blair, the new prime minis- 
ter, was supposed to be different: 
a fresh face with an open mind, a 
huge parliamentary majority and 
a mission to assume a leading 
role in Europe. 

Until Labour offers an official 
statement to parliament on 
Britain and Emu, the inclination 
in Brussels is to give Mr Blair the 
benefit of the doubt But if the 
UK prime minister falls to offer a 
declaration of intent to join Emm 
by mid-2002, when euro notes and 
coins come into circulation. 
Europe will wonder whether 
Britain is considering staying out 
Indefinitely. Delayed entry will 
crane at a price. 

Emu presents Labour with 
choices no less fateful than those 
more than 40 years ago when 
Britain declined to join the six 
founding members of the Euro- 
pean Economic Community. For 
Chancellor Helmut Kohl of Ger- 
many, President Jacques Chirac 
of France and other European 
leaders, the single currency is 
not only indivisible from the sin- 
gle market: it is also the catalyst 
for the deeper integration neces- 
sary for the planned enlargement 
of the EU to the former commu- 
nist countries of centra] and east- 
ern Europe. Emu, like the 1957 
treaty of Rome, is not just about 
economics. At bottom it is a polit- 
ical enterprise. 

Since John Major, the farmer 
prime minister, negotiated the 
right to opt out of Emu in 1991, 
Britain has enjoyed the best of 
both worlds. Ministers have had 
a voice in negotiations on the 
-terms of the single currency 
while sitting an the fence. But 
once EU leaders decide in May 
1998 which countries qualify for 
Emu. Britain will no longer have 
an equal say at the table. 

The costs of that are several. 
The UK will have no vote on the 
appointment of the new presi- 
dent, vice-president and other 
members of the executive board 
of the European Central Bank. 
Nor will it have a say on the 
monetary policy pursued by the 



ECB in the euro zone. The ECB 
will act as spokesman for this 
group in international forums 
such as the G7, where Britain's 
voice will be diminish ed. 

Inside the Ecofin council of 
European Union finance minis- 
ters - perhaps the most powerful 
political forum outside the six- 
monthly EU summits - the UK 
position will also be eroded. The 
thrust of UK economic policy 
toward labour market flexibility, 
which many believe is essential if 
Emu is to work effectively, will 
have less impact But Britain will 
be expected to manage~excKahge 
rate policy as a “common con- 
cern” even if it remains outside 
Emu. 

The UK will not have a seat in 
a new “euro council” forum 
where Emu-bloc countries will 
gather ahead of the monthly Eco- 
fin meetings. At German insist- 
ance. the forum will be informal 
in order to insulate the ECB from 
political interference; but few 
doubt the new grouping presages 


a decisive power shift' toward the 
Emu elite dedicated to closer co- 
ordination of economic policy. 

On present projections, the 
select Emu group will comprise 
at least two-thirds of the 15 EU 
countries, including previous 
long-shot Italy. Britain, along 
with Denmark, Sweden, and 
Greece, will be out in the cold. 
Some UK ministers are worried 
that the balance of power in the 
Union will tilt toward a French- 
led dxrigiste approach. 

The imminent launch of the 
single currency, remarks -an ■ EU- 
'commissioner In Brussels, is 
already exerting a pervasive 
Influence on policies such as tax- 
ation, competition policy, state 
aid and EU budget policy. The 
risk for Britain is that political 
trade-offs could be made among 
Emu-bloc countries and pres- 
ented to the rest of the EU as a 
fait accompli. No doubt, the UK 
would insist that all deals should 
be compatible with EU treaties 
and would reserve the right to 


appeal to the Commission. But as 
one UK official admits: “Outside 
Emu, I am not sine we would get 
a fair hearing.” 

An official close to negotiations 
between London and Brussels 
believes UK influence would 
begin to wane on a range of EU 
issues, not least the shaping of 
the Union's budgetary priorities 
and the thrust of reforms to the 
Common Agricultural policy. 

Ultimately, the cost of staying 
out indefinitely may be measured 
in terms of missed opportunities. 
Semi-detached Denmark and 
Sweden meet the economic crite- 
ria for entry but are hesitant on 
political grounds. The pro-Euro- 
pean forces in these countries 
had been looking to Mr Blair to 
give a lead. They may now be in 
for a disappointment. 

The biggest missed opportunity 
could be failure to break into the 
Franco-German magic circle. For 
two decades or more, French 
strategy has been to avoid being 
subsumed In a D-Mark bloc. The 


answer was Emu, but as one 
senior French official says: “Brit- 
ish involvement would give the 
project a critical mass which It 
otherwise lacks.” 

From Germany's standpoint, 
UK participation in Emu would 
stymie any French temptation to 
turn the single currency into a 
political project to counter US 
power, with a weaker euro used 
as a competitive tool against the 
dollar. 

The pro-Emu camp argues that 
Britain can only fulfil its ambi- 
tion for shaping the future of the 
EU if it joins the single currency. 
Peter Mandelson, the minister 
closest to Mr Blair, indirectly 
summed up the stakes In a 
speech last year when he 
attacked those in the Conserva- 
tive party flirting with with- 
drawal from the Union. “The real 
danger is that we are going to 
stay in while often sounding as if 
we wish we were ont. This 
threatens to leave Britain with 
the worst of both worlds." 


Note of confusion on single currency 


E ven the most Euroscep- 
tic member of Tony 
Blair’s cabinet believes 
it would be madness not 
to prepare fra- sterling’s possible 
entry into a European stogie cur- 
rency in 2002. 

Although they disagree on how 
firm a commitment the govern- 
ment should make to joining by 
that date, all are agreed that the 
option should remain firmly 
open. 

There is therefore bemusement 
at the highest level of govern- 
ment that briefings over the 
weekend by officials working fra 
Gordon Brown - the chancellor 
and long seen as a proponent of 
Emu - have gone some way to 
dosing off that option. 

An impression has been cre- 
ated that the government will 
soon make a statement ruling 


out membership before the next 
general election, due by mid-2002 
at the latest. The effect of that 
impression - if it is not reversed 
- will be to deter businesses 
from preparing fra Emu and to 
stifle any attempts to launch a 
national debate on its merits. So 
even if the UK retained a theo- 
retical option of joining the sin- 
gle currency in 2002, it might - 
in practice - not be ready fra it 
by then, or even modi later. 

In other words, there has 
seemingly been a big change in 
gover nm ent policy on one of the 
most important economic ques- 
tions faced by any British gov- 
ernment in the past 50 years. 
But, amazingly, no declaration 
to this effect has been by 
the chancellor or the prime 
minister. ■ 

Mr Brown has made two state- 


ments on the issue over tile past 
few days. He gave a series of 
relatively unsurprising quotes to 
The Times newspaper on Satur- 
day that it was unlikely sterling 
would join Emu at the 1999 
launch. Yesterday morning he 
made a short speech covering 
much of the same ground to the 
Stock Exchange at the debut of 
its new trading system. 

But- his media and economic 
advisers, in briefings to journal- 
ists, made dear that his anodyne 
words carried a weighty implica- 
tion. Mr Brown referred to the 
need fra “a period of stability 
without continuing speculation”, 
during which the UK would 
attempt to meet a series of eco- 
nomic conditions be deems nec- 
essary for Emu membership. 
This “period of stabflfty”, they 
said, had been fixed as the life- 


time of the present parliament 
Officials also co nfirm ed that Mr 
Brown would make a detailed 
statement to parliament on Emu 
within the next few weeks. 

Big UK companies have taken 
note. Ministers said yesterday 
they had been in touch with sev- 
eral, trying to reassure them - 
more or less successfully - that 
the government had not sud- 
denly become hostile to Emu. 

Perhaps the most damaging 
aspect of the whole affair is the 
disclosure that Mr Brown 
authorised the briefing of The 
Tiines largely because of his con- 
cern about reports that he was at 
odds with the prime minister 
over Emu policy. Mr Brown is 
said by a senior minister to have 
informed Mr Blair that it was 
crucial such speculation end. 

The prime minister is also said 


to have been surprised at the 
contents of The Times’s story. 
Mr Blair, who has long har- 
boured doubts over Emu deeper 
than those of Mr Brown, does 
not apparently wish to dose the 
door completely on single cur- 
rency membership during the 
life of this parliament. 

Bat with speculation rife erf a 
split between Mr Blair and Mr 
Brown, the prime minister’s own 
spokesman had no option bat to 
bade Mr Brown’s Emu line. 

As a senior minister said, 
there is nothing more damaging 
than the appearance of division 
between a prime minister and 
his chancellor. Almost any price 
was worth paying to prevent 
that 

Robert Peston 
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profession straight from school 
andworked h& way up through 
the ranks. la 30 years with the 
.; dd peat Marwick he worked all 
over Eurtgje aod, in the early - 
r - i99Qs, helped turned around the 
firm 's consulting practice. When 
KPMG’s international chair fall - 
-vacant four years ago, Sherman 
• was the o verw h elming choice. 

\ Since then he's been in the 
- news mrae than any other 
r British accountant ^ ^Whether it’s 
his £7U0,G0Q-a-yearpay package 
. or his decision toKft the veil on 
KPMG’s owufihancjal 
performance, tile opera-loving 
Sharman's rarely been out of the 
spotlight From the top efthe 
■ world's largest accounting 
. predice hell have even more 
opportunities to make himself 
heard. 
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Along withvseamdary 
sm okin g , it’s been -fascinating 

■ /the medics for years. How come 
' unrtte heart attack patients who 
J-dmake tarry a lower risk of . 

■ dying when admitted to hospital 

'- /fhan those who never touch the 
.•■’. things? •" 

-The wonderfully named 
: .^Robert Beaglehole, who hails . 

'/ from the University of Auckland, 
T has after lengthy research, 
/■'solved theparadox 1 £b because 
; ;sauokeis who suffer s heart 
^attack, invariably die before they 
,< iget-toJuMqjital Simple. 


100 years ago 


Death Of Mr Pullman « 
Chicago: A painftd' sensation 
was caused, here today whan - •• 
it became known that Mr ' • \ : 
George M. PhHman,*HfodeSv : i. 
and preaident of Pullman's ; 
PalaceCraCompany.hadv t. 
dropped down dead from - i . / 
heart ffisease. Mr PuBmart -y ■*>: 
had previously been In good 
health andnothmg had 
foreshadowed his sudden - 
demise. He was born, in Nhw. ;'y 
York State to March 183hand ; . 
was, consequently, in his 'e7th/ J 
year: It is estimated that his • •" 
fortune amounts to 
$50,000,000. . . 

50 years ago 

De GanUe’s Party Leads . / ?• 
Paris: The amazing success . 
adiieved by General de-/ 
Gaulle’s party. Rally of the: - v 
French People, which today . '' 
increased its poll to 403 per . 
cent of the 4300,000 votes so 
Car counted to yesterday’s 
municipal elections, has.//;- . 
aroused the greatera stoprise, : . . 
here, even among the •. . . 
Genera] -s supporters - ?. r 
themselves. Whereas, onihe-C 
whole, the results to Paris v . 
were expected, not only . the 
control of the Paris Town NV.-'^ 
Council, but also that of -. 
Bordeaux, Strasbourg LfiSh, V) 
Algiers and other towns goM -,. : 
to General de GanBe as.a • • 
consequence of this landslide/ 
imprecedented to French . / ; 

history. ■ 
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New powerplants reduce emissions and achieve 70mpg 



Honda drives towards 
more efficient engines 


By Haig Simorrian in Tokyo 

Honda has upped the stakes In 
the race to develop cleaner and 
more frugal vehicles with two 
engines offering unprece- 
dented emission reductions 
and fuel consumption of 
around 70 miles per gallon. 

The “integrated manage- 
ment assist" system combines 
a 1-litre, three cylinder, direct 
injection gasoline engine with 
a revolutionary electric motor 
and continuously variable 
transmission, or CVT. 

The system, which could be 
installed In one of Honda's 
new J-series models to be 
shown at this week’s Tokyo 
motor show, could be on sale 
in Japan before the end of next 
year. Installation in a model 
for the European market 
would come in 1999. 

Leading carmakers are 
stressing environmental 
issues, partly in response to 
the tough emission limits 
being planned in many coun- 
tries. Most companies are 


putting their long-term bets on 
hydrogen-powered fuel cell 
vehicles. In April. Daimler* 
Benz of Germany bought a 25 
per cent stake in Ballard 
Power Systems of Canada, the 
market leader in fuel cell tech- 
nology. But commercial ver- 
sions of fuel cells are several 
years away. 

Toyota, Japan's largest car 
company - Honda is third - 
will soon begin production of a 
hybrid vehicle using an inter- 
nal combustion engine and an 
electric motor, but the Honda 
design looks more economical. 

The Honda system works by 
combining a small, frugal 
internal combustion engine 
with a compact electric power 
plant in one unit. Including 
the CVT gearbox, the whole 
powerplant weighs 190kgs, 
about 50kgs more than a con- 
ventional motor. 

The 10KW electric motor 
uses power regenerated from 
braking. The current is stored 
in a separate “ultra-capacitor” 
and only used when the driver 


requires additional power. 
Honda has also developed a 
prototype “zero level emissions 
vehicle", or ZLEV. 

Honda president Nobohiko 
Kawamoto said the engine's 
emissions were one-tenth the 
world's most stringent ultra 
low emission levels being pro- 
posed by California. "Emis- 
sions from the tailpipe will be 
cleaner than the air going in 
the front end.” he said. "The 
engine also represents a feasi- 
ble approach, one we believe 
can be applied to Honda 
engines in future." 

The 2.3 litre ZLEV engine 
works by refining an existing 
low emissions pngjnr* which is 
combined with three different 
catalysers. The combination 
cuts emissions far more effec- 
tively than existing catalyses- 
technology. Details of the new 
powerplant remain sketchy, 
and Honda said it would be 
some time before mass produc- 
tion could begin. 


Traders plug wares. Page 8 


HK film distributors snub 
Hollywood’s Tibet movies 


By John Ridding 
in Hong Kong 

Hong Kong distributors have 
declined to buy the rights to 
two Hollywood films about 
Tibet and its exiled spiritual 
leader, the Dalai Lama, raising 
concerns about self- 
censorship in the territory 
following July's return to 
Chinese sovereignty. 

The two films. Seven Years 
in Tibet and Kundun. are now 
not expected to be screened in 
Hong Kong. A third film. Red 
Comer, which portrays a US 
businessman ensnared in 
China's legal system, is also 
facing difficulties finding a 
distributor. 

While Hong Kong's return to 
China has gone smoothly and 
Beijing has adopted a hands- 
off approach to the territory, 
pro-democracy politicians and 
human rights activists warn of 
a rise in self-censorship. 

"Hong Kong must remain 
open to all kinds of ideas," said 
Law Yuk-kal, director of 
Human Rights Monitor. “The 
media and entertainment 
industry must stand firm." 

Beijing accuses the Dalai 
Lama of seeking to divide 
China and has reacted angrily 
to the films. It warned that 
Disney, which made Kundun. 
could face commercial retalia- 
tion if it pressed ahead with 
the film's release. 

Some of Hong Kang’s big dis- 
tributors rejected claims that 
political considerations had 
entered their decisions since 
the handover. “There has been 



Beijing accuses the Dalai Lama (above) of seeking to divide 
C hina and has reacted angrily to the new films 


no change, we just function as 
usual," said Tony Fung, 
managing director of Golden 
Harvest. The company has a 
distribution contract with UIP, 
one of the largest film compa- 
nies and distributor of Red 
Corner. Mr Fung said it was 
not planning to screen the film 
in Hong {Long. 

Others, however, cited politi- 
cal concerns over the Tibet 
films. “It is a very sensitive 
subject," said Tony Wong, 
head of Cinemation Films. “We 
did not want to get into 
trouble.” 

Government officials empha- 
sised that political consider- 
ations were not involved in 
film censorship in the terri- 


tory. Rita Lau. deputy secre- 
tary of the government recre- 
ation and culture branch, said 
a 1994 amendment to law had 
removed considerations of 
whether a film could “damage 
good relations with other terri- 
tories” in censorship decisions 
and this amendment remained 
In place. 

Tung Chee-hwa, Hong 
Kong’s chief executive, has 
said advocating independence 
for Taiwan or Tibet should not 
be allowed in the territory. 
Legislation setting limits for 
freedom of expression on these 
issues is being delayed until a 
new legislature takes office 
after elections in May next 
year. 


Unilever to 
pay $930nii 
for Brazil , 
ice cream 
producer 

By John WShnan, 

Consumer Industries Editor 


Unilever Is to s tr mgfUpn its 
grip on the global ice cream 
market by paying $930m to 
acquire Kebon, BrazaTs largest 

ice cream business, from 

Phili p Morris. 

The purchase is the largest 
since the Anglo-Dutch con- 
sumer group sold its specialty 
chemicals business to Imperial 


Chemical Industries in May 
for £4J9tm ($7,931x0). 

It meets two of Unilever's 
.Investment priorities - ice 
cream Is one of the seven 
“starred” product categories 
selected for development, and 
southern Latin America is one 

of the five sub-regions identi- 
fied for expansion. 

“This is farther evidence of 
our flrt w urinatio n to develop 
and grow our priority product 
categories in the developing 
and emerging markets," 

Wall Fitzgerald, co-chaxnmm 
of Unilever. 

The acquisition - subject to 
approval by the Central Bank 
of Brazil - wfll give Unilever 
more than 80 per cent of the 
fast-growing B razilian mar- 
ket. The next largest producer 
is Nestle, the Swiss food 
group, which has 20 per cent 

Sales of ice cream in Brazil 
average L2 litres per head a 
year and Unileva- expects to 
increase this to the levels seen 
in other South American coun- 
tries such as Argentina, where 
consumption is &3 litres, a 
Chile, where it is 4JL As in 
those countries, it will intro- 
duce international Ice cream 
brands to Brazil such as Mag- 
num, Vlenetta and Solera. 

Last month Unilever bought 
Monthelado, Argentina's sec- 
ond-largest ice cream maker, 
also from Philip Morris. When 
the Brazilian deal is com- 
pleted, Unilever wfll be the 
largest ice cream maker in the 
$1.6bn Latin American mar- 
ket 

Unilever sells ice cream in 
85 countries with sales worth 
about $6bn a year - more than 
twice those of Nestl6, its near- 
est competitor. 

Klbon had net sales of 
8332m and operating profits of 
$75m for the year to the end of 
October 1996. The deal also 
includes Philip Morris’s share 
of Sorvane. a joint venture 
based in north-east Brazfl. 

The announcement was wel- 
comed by the markets, with 
Unilever shares up 7p at 485p. 

“This is an excellent fit with 
the group's strategy which 
kills two birds with one 
stone," said Tim Potter at 
Merrill Lynch. “It is rare to 
find such an attractive deal in 
emerging markets," 

The deal marks a final exit 
from the ice cream business 
for Philip Morris, which 
acquired Kebon when it 
bought General Foods in 1985. 




Europe today 

The Low Countries, Germany, 

Poland and the Czech and Slovak 
republics through to the Balkans will 
be calm and settled, with morning 
fog clearing to leave a dry day with 
sunny spells. Much of France will be 
unsettled with rain clearing to leave 
sunshine and showers. Portugal will 
start fine but rain will move in from 
the Atlantic. Southern Spain will be 
cloudy with thundery rain but the 
rest of the country will be dry with 
sunny periods. Northern Norway will 
have rain but Scandinavia will be 
mostly fine with sunny periods. 

Five-day forecast 

Western, central and eastern Europe 
will be largely fine and dry. The 
Mediterranean will be unsettled and 
windy with rain and thunderstorms In 
many places, although these 
conditions will gradually move 
eastwards during the week. Western 
Scandinavia and the Baltic sea 
countries will become wtndy and 
cold from Thursday. 
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Beijing 

sun 22 

Cardiff 
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Celsius) 

Belfast 

fair 11 

Casablanca 

thunder 26 
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Belgrade 

cloudy 12 

Chicago 

shower 9 
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Cologne 

sun 10 
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Bermuda 

cloudy 24 
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Delhi 
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Dubai 
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Edinburgh 
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Lufthansa 


Frankfurt 
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Madrid 
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Rangoon 
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Geneva 
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Hong Kong 
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shower 19 

Jersey 
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cloudy 25 
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Vancouver 
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cloudy 26 

New York 
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Venice 
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cloudy 20 

Vienna 

fair B 
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Wellington 
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fair -T 
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fair 5 
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Wishing on a Star 


In their desperation to evade 
Hilton's hostile embrace. ITTs 
directors seem to have scoured even 
the heavens. And having secured a 
ggjSbn friendly offer from Starwood 
Lodging at a near 20 per cent pre- 
mium to HQton's $8.3bn bid, they 
may well make good their escape. 

As white knights go. Starwood is 
unusual in having two heads; it is 
in effect a normal hotel company 
wrapped up in a real estate invest- 
ment trust (REIT), which owns the 
hotel properties and the stock mar- 
ket quote. This highly tax-efficient 
structure - since outlawed by the 
authorities - is one reason why 
Starwood can outbid Hilton. Sec- 
ond. in another example of Wall 
Street’s currently crazy conditions, 
it is largely using its own highly 
rated paper to buy a company twice 
its size. Starwood has been a mete- 
oric performer and is trading on 
almost 15 rimes next year’s earn- 
ings before interest, tax, deprecia- 
tion and amortisation. And, on top 
of that, the deal has a fair degree of 
industrial logic. While Starwood is 
predicting slightly lower cost 
savings - $100m against Hilton's 
yiftm - and has virtually no over- 
lap in casinos, it would make better 
use of FIT'S Sheraton brand, which 
Hilton was probably planning to 
drop. 

Whether Hilton can outbid 
Starwood is doubtful But it could 
raise its mixed cash-and-shares 
offer a little and try to undermine 
Starwood ’s paper ahead of ITT's 
Nov emb er 12 shareholder meeting. 
At least investors now have a real 
decision to make. 

AT&T 

Michael Armstrong. AT&T’s new 
boss, comes with all the right cre- 
dentials. He transformed Hughes 
Electronics from a stagnant mili- 
tary contractor into a rapidly grow- 
ing satellite communications group. 
He has a thorough understanding of 
technology from his years at 
Hu gh es and International Business 
Machines. And as an enthusiastic 
outsider, he should be able to shake 
off the management paralysis that 
has gripped the telec ommuni cations 
giant AT&T’s board will certainly 
give him headroom: after two false 
starts in two years, it cannot afford 
to lose another chief executive. 

Whether he will be able to solve 
the group’s strategic problems Is 
anyone’s guess. He starts with some 
valuable assets: AT&T’s powerful 
brand, a strong balance sheet and 
still nearly half the US 


FTSE Eurotop 300 mdex 

971. 4 : (+0.7K v v 

Italia Telecom 


Share price rdattve 
to Com* Index 
ISO 



eo 11 " ’ 1 1 1 ^ 

IMS 

Soares DaUdnanflCV 




VT 


long-distance market. But 
long-distance profits are being 
squeezed, the group has failed to 
crack open the high-margin local 
telecoms market, and its interna- 
tional strategy looks ragged. As 
rivals consolidate around it. AT&T 
is in danger of missing the boat. 

Initially, Mr Armstrong will prob- 
ably r-rmfiriB himself fo cutting COStS 
- AT&T’s general expenses are still 
a bloated 30 per cent of revenues - 
nnii selling non-core operations. He 
may also hope that the regulatory 
environment moves in his favour. If 
GTE takes over MCI, AT&T may 
eventually be allowed to' buy a 
Baby BeH But investors wfll expect 
some sort of strategic initiative 
soon. Mr Armstrong does not have 
long to get his feet under the desk. 

Telecom Italia 

The Italian taxpayer has profited 
immensely from the reorganisation 
of the country's telecommunica- 
tions sector. The Treasury's battle 
to merge Telecom Italia with its 
parent, Stet, so shrinking the previ- 
ous holding company discount, has 
been vindicated; over the past year, 
the value of the state’s stake has 
more than doubled to $i5bn, outpac- 
ing a sharply rising market Still, 
whether investors will profit as 
handsomely in the coming privati- 
sation is more doubtful 

There is nothing terribly wrong 
with the stock. TTs domestic posi- 
tion looks well protected. Competi- 
tors will find it hard to get estab- 
lished, given the paucity of rival 
in frastructu re and the hilly terrain. 
The main weakness is that a regula- 
tor has yet to be appointed. When 
the details are filled in, they could 
contain devils - as investors in last 


year’s Deutsche Telekom float 
know too well With TTs intercon- 
nect rates about -twice the level 
Brussels considers best practice and 
tariffs out of kilter with costs, a 
tough regulator could make the 
company's life difficult 

TTs European strategy is a bit 
shambolic it is linked with AT&T, 
which is allied with Mannesmann 
in Germany, which in turn is com- 
peting with TI at home. Elsewhere, 
TI has a history of paying high 

prices for acquisitions. All this 

would matter little if TI was cheap. 
But with the shares now trading on 
20 times next year's earnings - 
albeit a lowish 4 times earnings 
before interest, tax and depreciation 
- it is bard to get excited. 

City regulation 

Far more Important than the struc- 
ture of Britain's new unified City 
regulator will be its philosophy. 
Throughout financial regulation 
there is a difficult tension: 
protecting investors and consumers 
on the one hand; letting markets 
work without too much bureau- 
cracy on the other. This would be 
difficult enough even without politi- 
cal incentives that all point in the 
direction of over-cosseting the- 
customer. 

The result is a constant danger: 
over-regulation whose costs are not 
justified by its benefits. Moreover, 
the more involved regulators 
become in vetting businesses, the 
greater the moral obligation on 
them to arrange expensive-bail-outs 
if things go wrong - and the less 
the incentive for investors them- 
selves to keep an eye out 

Getting this balance right will 
depend on nitty-gritty judgments in 
individual markets, not 
across-the-board rules. Neverthe- 
less, it matters that the planned leg- 
islation at least acknowledges the 
trade-off. Consider, for instance, the 
three high-level aims proposed by 
the embryonic new organisation; 
protecting consumers; promoting 
clean and orderly markets; main- 
taining confidence in the system. 
This is all splendid stuff. But give 
the regulator these objectives alone 
and there is an obvious danger of 
overkill. Why not, therefore, set 
alongside than two others: to keep 
the burden of regulation as low as 
possible; and to promote public 
understanding of the principle of 
caveat investor? 

Additional Lex comment on 
Hambros, Page 23 


MORSE 


Hie first bug to invade 

a computer was 

crushed 
to death 

in the Jaws 

of a relay in 1945 


Bugs (afoeit of a somewhat different 
type) are still a part of computing today. 
No system is immune without special 
protection 

Morse has a history of designing and 
implementing resilient UNIX systems. If a 
critical application or server has a 
problem, business continues as normal 

Now, this technology is available for 
systems based on Microsoft NT. 

Can to arrange a discussion with our 
Systems Resilience consulting team, or 
visit us at wwwmorsaco.uk 
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0800 22 88 88 
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Facing a future 
of market forces 

LiaueJJospto’s 
Socialist-led French 
government h a? suc- 
ceeded where its cen- 
tre-right predecessor 
failed - by bringing 
France Telecom safely, 
and lucratively, to mar- 
ket A record 3Am indi- 
vidual investors were 
attracted by the initial 
public offering, which 
wffl generate FFr42bn 
• ($7T4bn) far the French state. Bat will the com- 
pany, headed by Michel Ban, left, live up to 
expectations? Page 20 

tncHa ea»o« gold tesWcUons 

India^ already one of the world's biggest gold 
buffiem markets, is likely to c npsnma more of 
the. precious metal in the long term, fbllawmg a 
farther easing, of import restrictions. Page 31 

T aiwan rteda continue slump 

Taiwan’s stockinaricet was due for a correction, 
hut few thought' it would fall this fast - or this 
fer - and fewer, still are predicting where it will 
end. Page 42 - y 

Bonds markefc approaches kUKtmaric 

Europe’s medium-term note market baa 
popular as a mare convenient and sophisticated 
way of tapping the eurobond market At $972hn. 
the market is. expected to top the gUJQObn xnlle- 
stonewttbin the next fortnight. Page 30 

Coffee prices fake a tumble 

CofGefe prices fhQ by more than 5 per cent in 
London as investment funds ignored factors 
which suggested prices might rise. Page 31 


SKF to cut European operations 

Swedish group announces 2,000 job losses in drive to boost efficiency 


By Greg Mdvor in Stockholm 

SKF of Sweden, the world's 
biggest supplier of rolling 
. bearings, is to cut more than 
2,000 jobs - almost 5 per cent of 
its workforce - in a drive to 
prune costs and boost effi- 
ciency. 

The company said the brunt 
of the cutbacks would fall on 
western Europe, where growth 
h as lagged behind the pace of 
SKF’s expansion in eastern 
Europe, Latin America and 
; Asia-Pacific. Some jobs would 
also be cut in the US. 

The news came as SKF 
posted a decline in profits for 
the nine months to September 


London 

Metal 

Exchange 

plans 

overhaul 


X, from SKrLZbn ($157m) to 
SKrl.08bn, due mainl y to a 
SKr750m charge taken in the 
third quarter to cover the cost 
of rest ructuring. 

SKF is the second big Swed- 
ish industrial group to 
announce sweeping job losses 
in a few rarmthn. Electrolux, 
the household appliance 
group, said in June it was cut- 
ting 11 per cent of Its 105,000 
workforce. 

Both companies are con- 
trolled by Sweden's Wallen- 
berg industrial empire. It had 
been widely expected to shake 
op its businesses following the 
arrival earlier this year of 
Percy Bamevik to chair Inves- 


tor. the key Wallenberg invest- 
ment vehicle. 

The cutbacks reflect SKF’s 
desire to reduce its dependence 
on the west European market, 
which accounted (or 55 per 
cent of sales at year-end. 

Its most widely traded B 
shares were unchanged at 

SKr23L 

Under chief executive Peter 
Augustsson. the group has 
focused on developing a global 
strategy aimed at tapping fos- 
ter-growing international mar- 
kets. SKF said the measures 
were part of a rationalisation, 
plan announced two years ago 
to upgrade plants in order to 
raise efficiency and drive sales 


and administrative costs below 
15 per cent of annual turnover. 

Measures include merging 
invoicing accounting func- 
tions at SKF’s west European 
sales companies, and a review 
of marketing and sales meth- 
ods. 

The package, due to be com- 
pleted in 1999. would reduce 
annual overheads by SKXTOOm. 
SKF said. Yesterday’s job 
losses would affect most west 
European units, roughly in 
proportion to th eir si ze. 

Germany is SKF’s largest 
production c e ntre, with some 
7,000 employees. Italy and Swe- 
den follow with around &000 
employees each. 


The. company said demand 
was increasing for its products 
in most markets but severe 
pressure on prices was set to 
continue. 

Operating earnings rose 8 
per cent in the first nine 
months, from SKr2.l6bn to 
SKr2-24bn. Sales advanced 
from SKrSBAba to SKr27.6bn. 

The company, seen as a bell- 
wether of global economic 
trends because of its exposure 
to many sectors, said that 
demand bad strengthened in 
western Europe, eastern 
Europe, Latin America and the 
US, although business in Asa- 
Pacific had been hit by finan- 
cial instability. 


KPMG in talks for only two weeks 


By Kenneth Gooding 
in London 
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The London Metal Exchange 
yesterday signalled a radical 
reform in the way the market 
operates. 

The exchange - the world’s 
leading market for metals - is 
planning to make substantial 
changes to stop farther foils 
in the number of its ring deal- 
ing members and to reduce 
“aberrations” in its markets. 

Nearly every non-ferrous 
metal contract signed in the 
world makes reference to the 
prices 'set by LMB ring dealers 
in their twice daily ’open out- 
cry' trading sessions. 

However, this year there 
have been, “squeezes” in- the 
LME ’s’ aluminium and zinc 
ma rkets, causing the board, to 
intervene and limit trading. 
Squeezes occur when, there is 
a sharp reduction in the 
amount of a metal available 
for immediate delivery. 

David King, the chief execu- 
tive, revealed in a notice to 
members yesterday that the 
L M E was considering these 
issues and would welcome the 
views of members, their cli- 
ents and other interested par- 
ties by November 3. 

In the past 10 years, LME 
turnover and membership has 
grown rapidly but the number 
of ring dealers has halved to 
15. 

Robin Bhar at Brandeis 
. (Brokers), a subsidiary of 
Pechiney of France, said: 
“This has b ecu forced on the 
LME because ring dealers, 
who spend £lm ($l.62m) a 
year each to keep teams in the 
ring, are annoyed about losing 
business to the LME’s associ- 
ate brokers." • 

Keith Gaunt, managing 
director' of Amalgamated 
Metal Trading, one of the sur- 
viving ring dealers, said the 
LME could make the ring 
mare attractive for members 
to join. Fees and rebates could 
be adjusted and rules could be 
changed to encourage and. if 
necessary, require leading 
associate members to join the 
ring; 

Mr Gaunt, speaking during 
London Metals Week this 
month, warned: “If ring deal- 
ing membership drops to a 
lend that threatens the credi- 
bility of LME pricing, then 
few users of the market will 
benefit and trade will be 
forced into opaque and un- 
regulated pricing with all the 
attendant risks.” 

As for “market aberra- 
tions”, Mr King said his board 
was concerned about the rela- 
tive frequency of “squeezes" 
and -was reviewing its pro- 
cedures. 

Arrangements to give more 
information about big fixtures 
and options . positions and 
stock holdings was in the 
pipeline. 

■ The IJWE would give more 
Information when It was 
forced to intervene in one of 
its markets or to discipline 
members. 

Mr Gaunt said there ires no 
single solution to market 
aberrations,, but the LME 
might consider changing its 
requirements so that more 
metal would qualify tor deliv- 
ery to its warehouses. 

Thin would make it more 
difficult for an orgauisatton to 
control a substantial part of 
the stock. 

■ There should also be a gen- 
eral intervention policy that 
the- LME could publicise in 
advance. 

Commodities, Page 32 


Rivals’ link-up 
plan spurred 
Ernst & Young 
merger move 

By Clay Harris and Jim Ke/ty 
in London 

KPMG and Ernst & Young, the 
accountancy firms, been 
in serious talks for only two 
weeks about their proposed 
merger, they said yesterday. 

The two groups, which plan 
to create the world’s largest 
accountancy firm with annual 
revenues of more than giabn, 
formally announced the 
merger plan yesterday. They 
said they had been spurred on 
by the proposed link-up 
between their Big Six rivals. 
Price Waterhouse and Coopers 
& Lybrand. 

The new firm would have 
ip.Rfi n partners and more than 
163,000 staff in 135 countries. It 
would have a UK Chairman, a 
US ' chief executive and head- 
quarters in tha Nether lands. 

The .proposed mergers, 
winch would cut the number 
of global firms to a Big Four, 
have raised fears of reduced 
competition. They face scru- 
tiny from regulators in 
Europe, the US and Japan. 

Cotin Shannon, chairman of 
KPMG International and chair- 
man-designate of the merged 
firm, said he was “reasonably 
confident” both proposed deals 
would be cleared. He played 
down the competition -effect in 
the “very segmented and lim- 
ited market” of FT-SE 100 com- 
panies, of which only 12 have 
an auditor outside the two pro- 
posed Anns. He said: "I think 
that the choice of one in tour 
is pretty acceptable.” 





Taking a global view: KPMG’s international rhamnap Cotin Sharman, left, ami Ernst & Young 
senior partner Nick Land after yesterday’s formal merger plan a nn ouncement PUAMncw 


Although the timing of 
merger talks had been influ- 
enced by the PW-Cocipers deal, 
“everybody has danced with 
everyone else over the last six 
months”, Mr Sharman said, 
adding: “We felt that we 
needed to react.” But he 
denied the plan was a spoiler 
to thwart rivals. “It would be 
an extremely expensive way of 
scuppering PW-Coopers-" 

Ian Brindle, PW T s senior 
partner in the UK, said: “We 
shall keep on moving forward. 
They have a long way to go.” 

Like their competitors, 
KPMG and E&Y stressed the 
need for greater size and 


resources to meet the growing 
demand fr om clients for global 
sendees. “If you lose scale, you 
begin to lose advantage,” Mr 
Sharman sa id . 

Nick Land, E&Ts UK senior 
partner, described KPMG as 
"our toughest competitor” and 
the “natural choice" for a 
merger. Mr Sharman said: 
“For some time now, the 
people we've been head to 
head with are Ernst & Young." 

The merger requires 
approval of partners in each 
national firm of both organisa- 
tions. The combined firm 
would have its headquarters in 
Amsterdam, where KPMG is 


noancemeni pure Brandm car 

based. “There is a symbolism 
about Amsterdam in that it’s 
about being global," Mr Shar- 
man said. 

KPMG Is the only one of the 
Big Six bigger in Europe than 
In North America. 

Mike Henning, New York- 
based chief executive of E&Y 
International, would be chief 
executive of the combined 
firm. Philip Laskawy, E&Y 
International chairman, would 
take that title to the US. In thB 1 
UK. Mr Land and Mike Rake, i 
KPMG’s chief operating offi- 
cer, will lead the merger. 

Observer, Page 15 


Second 
Japanese 
bank buys 
stake in 
UK pubs 

By John WiHman In London 

A second Japanese investment 
bank has ventured into the UK 
pub market by hwrfdng Ave- 
bury Inns, a new company 
which is about to acquire 147 
licensed bouses from Wolver- 
hampton & Dudley Breweries, 
a group based in the Midlands 
region of England. 

Daiwa Europe is financing 
the £16.4m ($26-5m) purchase 
of the tenanted pubs, which 
are mainly in file Midlands 
and north of England. Last 
month, Nomura became the 
largest pub landlord in Britain 
with the acquisition of two 
chains of pubs from Grand 
Metropolitan and Foster’s, the 
Australian brewing group. 
Nomura paid £lJ2bn for the 
4,300 pubs in the Inntrepre- 
neur and Spring in ns rhainc 
Since entering the securit- 
ised bonds business, Nomura 
has Invested more than £6bn 
in three pub groups, the US’s 
third-largest leasing company, 
AT&T Capital, 57,000 Ministry 
of Defence homes and a rolling 
stock leasing business. It 
finances the deals by selling 
bonds backed by the income 
from the businesses. 

The price paid for each of 
the pubs in Avebury Inns is 
less than half that paid by 
Nomura. David Myere, chief 
executive of Avebury Inns, 
said the company hoped to buy 
further pub groups. 

Most of the large pub compa- 
nies have been selling their 
poorest performing tenanted 
houses amid increasing compe- 
tition from managed branded 
pubs. Bass, for example, is 
reducing its estate by 300 pubs, 
while Greenalls Group has 
sold a similar number. 

Many of these are being 
snapped up by smaller -pub 
companies. Securitised bonds 
can offer a cheaper way of fin- 
ancing the purchases than 
share issues, since debt inves- 
tors win accept a lower return 
backed by a mature income 
stream. 

Avebury Inns is chaired by 
Rodney Mann, a member of 
the Mann brewing family. Its 
finance director is Gary Couch, 
a chartered accountant who 
has worked for Saville's, the 
estate agent 

Mr Myers has worked for 
Whitbread and GrandMet, and 
has spent the past four years 
advising pub companies on fin- 
ancing their acquisitions. 


Banks in $16.6bn 
paper losses after 
Japan share falls 


Thu annoonoment appear* a a a matter of record only 


By GSGan Tett to Tokyo 

The fall in the Japanese stock 
market is Bet to leave the 20 
major Japanese banks register- 
ing more than Y2,000bn 
($l6.6bn) in paper losses on the 
shares they hold. 

. The losses, recorded in the 
first six months of the 1997 
fiscal year, will intensify the 
financial squeeze the banks 
face in the run-up to Japan's 
Big Bang deregulation. 

In particular, they are likely 
to cut the banks’ financial 
“cushion” of hidden reserves - 
and could make it harder for 
than to write off their huge 
property-related bad loans. 

. The problem has arisen 
because Japanese banks tradi- 
tionally hold huge stakes In 
I other companies which are 
i subject to a particular farm of 
, accounting treatment 

If the market value of these 
shares rises, companies are not 
allowed to register “profits” 
nnteas they sell them.. But if 
the market value fells below 
book value, the company 
recognises this as an account- 
ing “loss". 

The Japanese stock market 
has faEen recently: on Septem- 
ber 30 it closed at 17.887.71, 
down from . ' 18,003.40 six 
months earlier. On top of this, 
construction and banking 
stocks - of which Japanese 
banks hold large numbers - 
have performed particularly 
badly. 

Consequently, over the last 
few days 22 out of the major 20 
hanfcn have warned that they 
will post large securities 
appraisal losses when they 
publish their half-year results 
next month. The losses - 
which affect hanks including 


Bank of Tokyo Mitsubishi. 
Daiwa Bank. Dai-Icbi Kangyo 
Bank, Industrial Bank of 
Japan and the Long Term 
Credit Bank - total some 
Yl,450bn so far. Analysts 
expect them to rise well above 
Y2,000bn when the other eight , 
banks report their results. 

The banks are expected to | 
offset the losses by selling 
some of their other shares to 
realise "unrealised” gains an 
them. The banks had some 
Y8,700bn of such unrealised 
gains in March 1997. 

This strategy means securi- 
ties appraisal losses will not 
significantly affect current 
business profits. As YukJko 
Ohara of UBS in Tokyo said: 
"Probably about 80 per cent of 
thic has been offset by hidden 
reserves on equity." 

. However, if the level of 
unrealised gains is cut too 
sharply, it could make it 
harder for the banks to write 
off bad debt With Big Bang 
looming, all the banks face 
mounting -pressure to make 
large provirions for bad loans. 
Most had also assumed they 
would use the unrealised gains 
as a key “cushion" to offset 
these bad loans. 

Furthermore, if the level of 
unrealised galas is cut too 
sharply, it could affect the 
banks' measure of financial 
strength. • 

This is because in Japan the 
banks are allowed to count 
same 46 per cent of the value 
of their unrealised gains as 
“capital" for the BIS ratio (the 
usual measure of financ ia l 
health). .Thus, If the unrealised 
gains fell damply, they could 
lower the BIS ratio. 

World stocks. Page 39 
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Armstrong named as new AT&T chairman 


By Richard Waters 
hi New Yoifc 


The outsider appointed 
yesterday to the top job at 
AT&T has pledged that the 
company will step up its 
push into the international 
and local US telephone 
markets, if necessary by 
acquisition. 

Michael Armstrong, for- 
mer chairman of Hughes 
Electronics, was named to 
succeed Robert Allen as 
chief executive and chair- 
man, effective November l. 
The appointment concludes 
a three-moothsearch for Mr 
Allen's successor, prompted 
by the resignation of the for- 
mer heir apparent, John 
Walter. 

Mr Armstrong, 59, was 
chosen over John Zeghs, SO, 
the leading internal candi- 
date who at one stage was 
thought to have the inside 
track on taking over from 
Mr Allen. 

Mr Zeglis’ chances of 
becoming ctw ir" 1811 remain 
good, however, following the 
US telecommunications 
group's decision yesterday to 
name him president 

Mr Armstrong joins AT&T 
during a period of upheaval 


in the US telecoms industry, 
as the barriers between local 
and long-distance carriers 
begin to crumble. 

AT&T, the country’s big- 
gest long-distance company, 
ibis year started, but aban- 
doned, merger talks with 
SBC C nniTTHiyijfia fi fl in^ o ne of 
ibfi biggest local earners- 

Mr Armstrong said yester- 
day: 1 think that acquisitio n 
is going to be part of our 
future,” though he added 
that the company would also ' 
consider other routes, 
including joint ventures and 
partnerships. “We've got to 
go global, and we’ve got to 
go focal,” he said. 

The merger talks with 
SBC were called off after the 
Federal Communications 
Commission ruled out such a 
combination as anti-competi- 
tive. Since then, however, 
GTE, which is mainly a local 
carrier, has made a $28bn 
bid for MCI, the country’s 
second-biggest long-distance 
company. 

MCI has also been the sub- 
ject of an unsolicited bid 
from WorldCom. It agreed a 
meager with British Telecom 
late last year. 

Commenting on the tussle 
over MCI, Mr Armstrong 


said: “I intend to make some 
friendly visits to Washingto n 
to find out how they [the 
FCC) see the landscape as a 
result of this." 

Among the questions 
raised by GTE’s bid has been 
whether, if allowed, other 
local/long-distance combina- 
tions would be allowed, such 
as between AT&T and SBC. 

Mr Armstrong said yester- 
day: “Obviously, as increas- 
ing critical masses occur in 
the marketplace, it just 
seems logical that it presents 
AT&T with a better opportu- 
nity for [gaining] critical 
mass as well " 

The prospective AT&T 
chairman was at to 
play down suggestions that 
the company had been ride- 
lined fay its succession prob- 
lems during a period of sig- 
nificant change in telecoms. 

Whatever file fate of MCL 
there would still be “a tot of 
industry left”, he said, leav- 
ing AT&T with the dunce to 
form alliances with a wide 
number of local carriers and 
international telephone 
companies. 

Mr Armstrong was a lead- 
ing candidate to became Mr 
Allen’s number two a year 
ago. when AT&T launched a 


search outside the company 
for an executive who could 
eventually take on the top 
job. 

He is believed to have 
wanted to take over from Mr 
Allen after a brief interlude, 
however, and the company 
selected Mr Walter on the 
understanding that he would 
not be named chief executive 
for more than 14 months. Mr 
Walter left when the compa- 
ny’s board refused to con- 
firm btm as the next chief 
executive. 

Mr Armstrong will have to 
wait less than two weeks 
before ^gauming the top job 
from Mr Allen, 62. However, 
the current diafnw*" would 
continue as nhajn nr mw of the 
executive committee until 
February next year, AT&T 
said. 

Like Mr Walter, Mr Arm- 
strong has no direct experi- 
ence of running a telecoms 
company. However, be was 
responsible for developing 
telecoms products at IBM, 
and over the past five years 
has helped to turn Hughes, a 
subsidiary of General 
Motors, into a well-regarded 
provider of satellite and 
other rewnmim i i>a Hpna equip- 
ment and services. 



Michael Armstrong: joins during a period of upheaval ** 


Shares rise on plan to sell credit card business 


AT&T’s shares jumped by 5 
per cent yesterday morning 
as the company reported 
stronger-than-expected quar- 
terly earnings, announced 
plans to sell its troubled 
credit card business and put 
its management succession 
problems b ehind tt, Richard 
Waters writes. 

The company's latest quar- 


terly earnings, amounting to 
?1.153bn after tax, or 71 
cents a share, were IS per 
cent below those of a year 
ago. 

However, the results at 
least indicated that the com- 
pany had managed to shore 
up its core long-distance 
business, which had slipped 
badly over tbe past 12 


months. Robert Alien, who 
wQl step down as chairman 
and chief executive at the 
grid of this mrrnth said that 
the “low-water mark in our 
results is behind us.” 

The latest figures showed 
a l per cent decline in reve- 
nues from long-distance call- 
ing, to $11.7bn, despite a 10 
per cent increase in calling 


volumes - a reflection in 
part of AT&T’s greater use 
of free minutes as a market- 
ing device to attract new 
customers. Overall, revenues 
rose 1 per cent to $l&2bn. 

AT&T also put its Univer- 
sal Card Services business 
up for sale yesterday. 

Although it has been one 
of the most successful 


non-financial companies in 
attacking the credit card 
business, attracting more 
than 10m cardholders, AT&T 
has suffered from high 
costs and rising credit 
losses. 

After a management over- 
haul, the business earned 
profits of $24m in the latest 
quarter, compared to a loss 


of $53m a year ago, while 
revenues declined slightly to 
6378m. 

Universal Card Services is 
the second large US credit 
card operation to be put op 
for sale in recent months, 
after Advanta. The company 
also said it would sell its 
AT&T Solutions Customer 
Care unit 
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BAYERISCHE LANDESBANK MONEY AND CAPITAL MARKETS 


Opinions differ about the impact which the 
euro will have on European bond-market 
rates, but the prospect of the currency 
change-over has already had an important 
effect: the "traditional" interest differentials 
have largely disappeared. The European 
bond markets have thus already set up 
a kind of monetary union. 


A MONETARY UNION 
WITHOUT THE EURO 


In the wake of the debate on the euro, the leading 
investment currencies' yields have converged to a 
large extent. The maximum spread between the 
long-term D-mark rate and the long-term rates of 
countries regarded as potential EMU participants 
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MONETARY RESERVES HARDLY CHANGED 

The Bundesbank's monetary reserves have hardly changed in the past few 
years. Their present value is approximately DM 115 billion. Sharp in- 
creases occurred in 1987 and 1992, when interventions to support the 
sinking dollar (1987) and currency unrest in the EMS (1992) caused 
the Bundesbank's official reserves to swell temporarily by DM 41 billion 
and DM 92 billion respectively. Dollar assets currently account for a good 
DM 70 billion, or some 60 percent, of total reserves, not counting the dollar 
holdings already transferred to the European Monetary Institute (EMI), the 
precursor to the European Central Bank. The Bundesbank's ECU balance at 
EMI has shrunk from DM 29 billion to an amount just over DM 21 billion 
since early 1 996, because other European central banks have stepped up the 
settlement of obligations incurred in connection with EMS interventions in 
the past. For many years, gold reserves have been carried in the 
Bundesbank’s books at a value of DM 13.5 billion. 


outside the "core group" has narrowed from 5.7 
percentage points to 0.7 points in the past two years. 
The spreads between the currencies of the core 
group of EMU candidates have disappeared com- 
pletely. For example, the yield on ten-year French 
government bonds has equaled that on German 
federal bonds with the same maturity for almost a 
year, while two years ago the minimum spread was 
still as wide as a full percentage point. Along with 
France, Belgium, the Netherlands and Austria are 
also in Category A, ie, their ten-year government- 
bond yields match the yield on ten-year German 


"bunds". While the ten-year rate in the Netherlands 
fell into step with the ten-year D-mark rate as early as 
two years ago, the rates of the other countries in this 
category have undergone an (in some cases quite 
impressive) adjustment process in the meantime. 
The second category. Category B, comprises those 
EU countries whose current long-term yields are less 
than one percentage point above the D-mark 
benchmark. The countries in question are Denmark, 
Finland, Ireland, Italy, Spain and Portugal. 

Private and institutional investors do not yet know how 
the national capital markets will behave in the run-up to 
the euro's introduction and how the European capital 
market to be set up in the near future will work. But one 
thing is certain: the approaching single European 
currency will speed up the elimination of the remaining 
yield differentials. Category B countries' yields will 
probably converge on those of Category A countries as 
it becomes increasingly certain that 1 . the euro will be 
introduced and that 2. these countries will be among 
the first participants. 

One cannot say as yet, however, at what level this 
convergence will take place. According to the 
Eurosceptics, the countries already belonging to the 
group of hard-currency countries will have to pay a 
yield premium throughout the interest-rate cycle. In 
other words, the pessimists predict that euro-bond 
rates will hit bottom at 6 per cent, or even per 
cent, in future cycles. Up to now, the lower turning 
point in the market for ten-year German bunds has 
been about 5Vz per cent (1 978, 1 987 and 1 997). This 
prediction is based on the assumption that, since the 
euro is prone to weakness in the international 
markets in the long run, a parallel upward shift is 
bound to occur in the yield curve. From the fact that 
some countries will fail the "deficit test" (according 
to the Maastricht treaty, the budget deficit must 
not exceed three per cent of nominal GDP), the 
pessimists draw the conclusion that stability will not 
be given the necessary priority and that this will 
Impose a handicap on the euro capital market right 
from the start. 

On the other hand, there are sound reasons for 
assuming that introduction of the euro will not cause 
a general deterioration in the interest-rate climate 
and thus a rise in the euro rate. If sue h a deterioration 
were to be expected, yields would have risen already 
in the past few months as the probability of a 
punctual launch of EMU increased. For it is a well- 
known fact that capital markets tend to anticipate 
future trends and events, even if they are just 
beginning to take shape. Actually, however, interest 
rates in the potential EMU member countries have 
remained stable. 

The convergence of interest rates in Europe is not least 
the result of the gains in stability. The EU's average 
inflation of 1 .7 per cent provides, as it were, a solid 
basis for a "dream constellation" of interest rates with 
only marginal spreads. Hence European monetary 
union already exists, even without the euro. 
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AMERICAS NEWS DIGEST 


Energy groups 
in $lbn merger 


wID The fusion of the 

HdbarfKMer, Kinder Magm 


western lemu# 
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£ry to meet a target of raising per unit tottibutions to ut 
least 52.25 in the second LcsJWete 


FOODS 


Nabisco Holdings posts 15% rise 


Nabisco Holdings, tbe US foods group, yeri^day 

a 15 per cent increase in third-quarter profits but - - ; 

expressed dissatisfaction with tbe gams. Tbe company, 
maker of Oreo. SnackWell’s and Chips Ahoy! ccmlo^m 1 
wellasRitz crackers and AI steak sauces, said key factors 
in the results were earnings gains in core snack catego- 
ries, including crackers, nuts and confections, as wen as 
productivity improvements in the US Biscuit Co. 

The quarter's strengths were partially offset by weak- 
ness in some domestic products and softness in Sou th 
America. Net income for the quarter was $8 2m, up from 
$80minthe 1996 period, excluding ofrestriurtnnag- 
related expenses taken last year. Net income per share 
rose 13 per cent to 34 cents, against 30 cents .-last year. 

Worldwide net sales of $22bn for the period were 2 per 

cent down on the in the third quarter of 1396, 

Nabisco said. _ - 

"While our <>»rn frig s continue to benefit from ourjxro- _ 
dactivity and cost control programmes, we are very dis- 
satisfied with our top line performance,” said John Green- 
iaus, executive. "Nevertheless, we remain confident 
that ftiTr flindamunt al strategies are sound.” . . • , 
Reuters, Peasippa ny , New Jersey 


m APPOINTMENT 

Hughes Electronics names chief 


Michael Smith, brother of General Motors chair m an. John 
Smith was named yesterday to succeed Michael Arm- 
strong as head of GM subsidiary Hughes Electronics. ■ 
After five years as vice-chairman in the shadow of Mr 
Armstrong, lured away to lead the AT&T telecoms group, 
his first task will be to complete the Hughes restructuring 
followed by a long-haul project to consolidate the compa- 
ny’s lead In the space and satellites business. 

Mr Smith. 54, has been at Hughes since 1966. and previ- 
ously spent alm ost 20 years in other GM businesses. 
Charles Noski. who only recently gave up his Hughes 
Ticechairinanshq) for tbe chief financial officer's job at 
defence contractor United Technologies, is to return to 
Hughes as president. 

Mr Smith said yesterday his long-term objective was to 
grow space and telecommunications operations at 20 per 
cent annually for the next five years. 

Hughes, which is in the closing stages of disposing of its 
defence operations to Raytheon and merging its Delco 
electronic automotive components business in to its par- 
ents main parts arm, is world leader in satellite manufac- 
ture. After the recent addition of a majority stake in the 
PanAroSat satellite group, it is also among the leaders in 
the space services business, providing distribution ser- 
vices. Christopher Parkes 


METALS 


Higher prices lift Cominco 


Comma), the Can ad ian zinc and copper producer, yester- 
day annotmeed that third-quarter net earning ? soared to 
C$38m (US$27.4m), up from C$5m last time, on higher zi nr. 
and copper prices and increased sales of copper products. 
Sales for the quarter reached C$484m, an 8 per cent 
increase over last year. Larger revenues from higher gfrw 
and copper juices were partially affeet by lower prices for 
lead, nickel, gold and silver, and lower sales volumes for 
refined zinc and lead, as well as, *inr concentrate. 

Zinc LME settlement prices averaged 73 cents per 
pound during the third quarter, up sharply from 45 cents 
during the same period last year. That resulted in a 
record operating profit of C$50m at the company’s Red 
Dog mine in northern Alaska, compared with C$lQm for 
the third quarter of 1996. The company expects sales vol- 
umes of zinc concentrate will rebound in the fourth quar- 
ter reflecting the seasonality of sales from northern 

Scon Morrison, Vancouver 




BANQUE WORMS 


INTERIM RESULTS 
June 30th, 1997 


The Executive Board met on September 25, 1997 In order to 
present to the Bank's Supervisory Board the results for the 

first six months endJqg June 30, 1997. 

The Bank’s coal balance sheet increased by \£% over the 
twelve month period reaching FRF 48 billion. Customer bans 
and advances remained at FRF 23 bfflfon. Doubdul recefvabiai 
we provisioned at a ram of 75%. Customer deposits 
increased from FRF II billion to FRF 13 bfflfon. A total of 

— ■ 
compared to FRF 36 biHton at year end December 1996. 

The COTSolfctaMd me operotog Income of RtF 774 rnffllon 

*°r d " ,n ° w <* 2-M wtMn'eomprol 

SHWe a FRF 658 miBon, the noiwuraollitewl opemb- 
S*, comp™, „ ^ *, 

Fo&wnng a number of paa* of restructuring ft acdvWes. ' 

» Integrated and ‘ 

^**2 3" ® nd * ***** «^-Wkh^Se 

^ j* stren K I hened finanaaj sftuarion, as vwefias J 
maintaining a reduction m operating oqx^BanquevSiS I 

dlentEle, therefore assuring its continued profitability ‘ : | 
Contact :SbyBe Qu4r6-8ecter-TeL: ,33 I 49 07 50 25 ' 
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COMPANIES AND FINANCE: THE AMERICAS 


Regulators hold key in merger moves 

Accountancy groups optimistic that deals will go through, report Jim Kelly and Clay Harris 


O nly one thing seems 
to stand between the 
leaders of the Big Six 
accountancy firms Ernst & 
Young and KPMG and their 
dream of creating the 
world's biggest professional 
services firm - the possible 
objections of financial regu- 
lators in Brussels, Washing- 
ton and Tokyo. 

Colin Sharman, global 
head of KPMG and chairman 
designate of the proposed 
super-firm, said in London 
that there was no doubt 
these regulators would wish 
to take a close look at the 
proposed merger. 

But he said the chances of 
approval “were better t ha n 
fifty-fifty" and that the com- 
bination. alongside that pro- 
posed last month by Coopers 
& Lybrand and price Water- 
house, would not lead to 
unfair market dominance: “I 
think a choice of one in four 
is pretty acceptable.'* 

“Clearly it is not going to 
be a pushover - but 1 think 
we have a pretty good 
chance," agreed Nick Land, 
bead of Ernst & Young in 
the UK and at the helm of 
the new super-firm In the 
UK if the merger goes ahead 
He confirmed that regulators 
had already been notified. 
Both denied that they 


were in a regulatory race 
with the other merger pair 
to get their proposals formal- 
ised first. “We expect the 
regulators to look at both 
proposals at the same time," 
said Mr Land. They expect 
regulators to take up to six 
months to make a ruling. 

They brushed aside other 
potential hurdles to the deal. 
Voting on the plans is expec- 
ted to take place in the new 
year - although US partners 
may vote sooner. 

"In the US they are a lot 
further down the track than 
some of us elsewhere," said 
Mr Sharman. He said talks 
on both sides of the Atlantic 
had been under way for 
about three weeks - but had 
been more intensive in New 
York. 

Mr Land said that partners 
meeting In Birmingham last 
Friday had shown “over- 
whelming support - past my 
expectations" when told of 
the proposals. However, he 
acknowledged that all those 
involved in mergers were 
now under pressure to push 
ahead so as not to ha p d the 
initiative to competitors. 

While repeating the now 
familiar logic that global cli- 
ents were demanding global 
professional services. Mr 
Sharman admitted that tbe 


Universal 
Studios in $5bn 
deal with HSN 


By Christopher Parkes 
in Los Angeles 

A powerful new force in the 
US television industry was 
created yesterday as Univer- 
sal Studios announced a 
$Sbn-plus agreement to 
merge most of its TV assets 
into HSN, a diversified group 
built up in the past two 
years by Barry Diller. 

Operations of the new 
company, to be called USA 
Networks, will include cable, 
broadcasting, television pro- 
gramme production and elec- 
tronic retailing via television 
and the internet. • 

Universal, a subsidiary of 
Seagram, will receive about 
$l-2bn in cash and a 45 per 
cent stake in HSN. valued at 
almost $-Ll bn in return fin- 
all domestic operations of 
USA Networks, and half 
shares in overseas USA 
businesses. 

It will retain full control of 
its TV library, comedy pro- 
duction, and international 
distribution and production 
facilities. 

The link between the 
well-heeled Seagram group 
and Mr Dffler, regarded as 
one of the most astute and 
successful executives in US 
television was welcomed on 
Walt Street, where HSN 
stock gained $4*4 to $43’/« in 
early trading. 

Seagram, rising C $2 in 
Toronto to C$47, increased 
$1# to $34*4 in New York. 

The link, which will also 
involve HSN*s partner Lib- 
erty Media, controlled by 
John Malone's Tele-Commu- 
nications Inc - the largest 
US cable provider - appears 
to answer investors* criti- 
cisms of Universal’s relative 
weakness in the television 
business. 

The first part of its 
response came recently 


when it resolved a long- 
running dispute with its tele- 
vision partner Viacom, and 
took hill control of the USA 
Network, which is the sec- 
ond most-watched cable ser- 
vice in tbe US. 

Seagram, the last of the 
leading Hollywood groups to 
own a network business, 
paid debt-laden Viacom 
$1.7bn for its 50 per cent 
stake. That deal also gave it 
100 per cent of the Sci-Fi 
Network, which is growing 
its US subscriber base at 
double-digit rates, and is 
seen as a likely winner’ in 
international markets. 

Mr Diller, who launched 
the Fox Television network, 
a News Corporation prop- 
erty. and presented the first 
substantial channel to the 
entrenched leaders of US 
broadcasting. ABC, NBC and 
CBS, will be chairman of the 
new company. 

He is also expected to join 
the main board of Seagram, 
while Edgar Bronfman Jr, 
president and chief execu- 
tive of Seagram, will join the 
HSN board along with three 
other members to be desig- 
nated by Universal. 

“The value of this transac- 
tion lies in two areas: assets 
and partnership," Mr Diller 
said in a statement. The 
mingling of assets, which 
include three cable networks 
- USA, Sci-Fi and Home 
Shopping Network - 25 
broadcast stations, the Tfck- 
etmaster entertainment 
ticket sales group, TV pro- 
duction facilities and inter- 
net shopping operations 
“give us great ability to 
grow into a major enter- 
prise." be added. 

Mr Diller's career has 
included spells as head of 
primetime programming at 
ABC and a 10 -year run as 
head of Paramount Pictures. 


Guilbert* 


Strong increase in growth 


Consolidated Turnover 

1997 

1996 Variance (1) 

1 at January to 30th June 

1st July to 30th September 

2.752 

1,342 

1,608 

726 

58.4% 

69.5% 

Total 

4.094 

2,334 


Geographical Breakdown 
France 

Europe PI 

1.904 

2,190 

1,626 

708 

17.1% 

2052% 
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Landeskreditbank 
Baden-Wurttemberg 
USS200.000.000 
Subordinated floating rate 
notes due 2002 

Notice is hereby given that 
the nates will hear interest at 
5.625% per annum ham 21 
October 1997 to 21 April 199& 
Interest payable on 21 April 
1998 riff amount to US$28.44 
per USS1.000 note and 
USS28438 per OSSJO.OOO note 
and US$2.843.75 per 
USSlOaOOQnote. 

Agent Morgan Guaranty 
Trust Company 

JPMorgan 


Komm uninvest 
I Sverige AB 
U.S.$ 100000,000 
Guaranteed 
Floating Bate Notes 

due 1998 

the Inlaw Penal 2(Wi 
Cteiohs. 1997 10 2ftb Janu»* 
1998 *eN«ttwiBc«n?aR3K rf 
Interest rf 5.W94* pa a™*™- 
die Interest Anww* pnaNe per 
U.S. $5,000 Note will 1* US. 
$76.17 and far the U.S.S!tttWW 
Note will be US. $1,52535. 
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merger bad been conceived 
in the shadow of the PW 
Coopers announcement. “It's 
Just ridiculous to pretend it 
wasn't influenced by that - 
the competitive situation has 
changed and you have tc> do 
something about it.” 

They made clear that 
mergers were being fired by 
the need to fund investment 
- as the firms could not 
finance big projects by rely- 
ing on debt or taking profits 
from the partners. Funds 
were needed to develop new 
products and services, inter- 
nal IT and knowledge 
systems, and to break into 
emerging markets. 

Mr Land said that a mod- 
est programme to develop a 
new product cost SlOOro- 
$200m and that breaking into 
tbe former Soviet Union 
alone bad cost $90m. Invest- 
ment in technology was run- 
ning at between 8 per cent 
and 10 per cent of annual 
revenues. “We are really 
only just begining to realise 
the enormity of the costs.” 

The firms also appear 
relaxed about any potential 
for adverse reaction among 
clients. Mr Sharman said ini- 
tial soundings were positive; 
“Chairmen and chief execu- 
tives understand what we 
are doing and respect it - 


A global force 
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KPMG 
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finance directors, where they 
have expressed views, have 
talked about lack of choice." 

But he said it was ironic 
that those companies 
expressing worries about 
lack of choice in tbe audit 
market were the same large 
multinational companies 
with global ambitions which 
were pushing their profes- 
sional advisers to provide 
global services. 

In briefings in London 
both firms were keen to play 
down two criticisms of the 
proposed merger - that it 
was US-inspired and that it 
involved two firms desperate 


to find any partner. “We will 
have a strong European 
influence on this.” said Mr 
Sharman. T will be chair- 
man and we will base the 
headquarters in Amster- 
dam." 

I n a rare side-swipe at the 
merger proposed by 
Price Waterhouse and 
Coopers & Lybrand. Mr Land 
added: “This is a different 
flavour from the press 
release put out by PW which 
was US, US, US.” However, 
the siting of the headquar- 
ters is largely symbolic, 
while the new chief execu- 


tive-designate of the super- 
firm is Mike Henning - cur- 
rently based in New York 
and head of Ernst & Young 
globally. 

On choice of partners, 
both firms said they had 
secured their ideal. “These 
we were the guys we were 
worried about in the market 
place.” said Mr Land. “If you 
can’t beat them join them." 

They said they had been 
talking informally for sev- 
eral years and had similar 
cultures and a multi-discipli- 
nary approach based on cus- 
tomer service. They denied 
making recent merger over- 
tures to Deloitte Touche 
Tohmatsu, although Mr 
Sharman added: “Everybody 
has danced with everybody 
in the past six months.” 

According to International 
Accounting Bulletin, the 
merged firm would dominate 
in Europe and tbe US in 
terms oT revenues. In Asia. 
KPMG and E&Y*s revenues 
are level with those of the 
other proposed merged firm 
of PW-Coopers &. Lybrand. 

However, the merger is 
unlikely to put them at the 
top in Japan and Latin 
America, where they would 
rank third. 

Additional reporting by 
Robert Rice and Allay Ural 


New drugs lift 
sales growth 
at Eli Lilly 


By Tracy Corrigan 
in New York 

Eli Lilly shares rallied 
yesterday after the US phar- 
maceuticals company’s 
third-quarter earnings 
showed new products per- 
forming strongly. 

The Shares rose $1 to $63% 
in morning trading, after the 
group reported earnings for 
the third quarter of 41 cents 
a share, slightly above ana- 
lysts’ estimates. 

Net income of $456.9m was 
up from $4l5.6m in tbe same 
period last year, following a 
20 per cent increase in 
worldwide sales to $2.16bn. 
Tbe company said its 19 per 
cent increase in operating 
income was helped by strong 
sales growth, particularly 
from newer products; a sig- 
nificantly improved sales 
mix; production efficiencies 
and procurement savings. 

“New products are per- 
forming well. Zyprexa was 
launched last year and is 
already one of the most suc- 
cessful drugs ever," said 
Viren Mehta, a healthcare 
specialist at Mehta & Isaly. 

In its first 12 months on 


the market, Zyprexa sales 
totalled $550m. The drug, 
which treats schizophrenia, 
bad sales of $302m in tbe 
third quarter, a 29 per cent 
increase over the second 
quarter. Since the beginning 
of the year, its share of new 
antipsychotic prescriptions 
has more than doubled, to 
15.1 per cent. 

“Results like these and our 
outlook for the future sub- 
stantially contributed to the 
decision by tbe board of 
directors to split tbe stock 
and increase the cash divi- 
dend.” said Randall Tobias, 
chairman and chief execu- 
tive officer. The company 
announced a two- for- one 
stock split last month. 

Analysts said tbe outlook 
for new drugs in the pipeline 
- such as E vista, for the 
treatment of osteoporosis - 
was also positive. Evjsta has 
been granted priority review 
status by the US Food and 
Drug Administration. 
Gemzar, for the treatment of 
non-sm all-cell lung cancer, is 
under regulatory review. 
Sales of Prozac, which treats 
depression, rose 17 per cent 
in the US to $578m. 
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1. Avantel S A, a joint venture between Banamex and MCI, required a $1 billion investment 
to build a long-distance fiber-optic network connecting major cities in Mexico. 

2. Political risk and tbe difficulty of projecting performance in the newly deregulated market 
were sure to be factors influencing tbe terms of financing. 

3. Bank of America addressed the issues head-on. The Bank’s team helped prepare Avantel 's 
business plan, and developed a model to help lenders and investors analyze performance 
variables. 

4. BofA then led the effort to improve the risk profile of the project through guarantees from 
the Export-Import Bank of the United States (the first-ever for a telecom start-up). The Bank 
also helped obtain direct lending from the Export Development Corporation of Canada. 

5. Cost-effective financing enabled Avantel to construct the first fiber-optic network to be built 
in the deregulated Mexican market 
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COMPANIES AND FINANCES EUROPE 


Lafarge to buy Spanish stake 


By David Whfla in Madrid 


Lafarge, the Preach cement 
group which last week 
launched a £1.67bn <$z.89bn) 
hostile hid for RecQand, the 
UK building materials con- 
cern, yesterday announced 
plans to extend its cement 
holdings in Spshi through a 
stake in one of the country's 
last family-controlled 
producers. 

The French group, which 
already indudes the Sp anish 
cement company Asland, 


said it had reached agree- 
ment with its rival Ciments 
Francais to take over a 39 
per cent holding in Barcelo- 
na-based Cementos . Moling 
for Ptal9.57bn ($i3lm). 

The deal follows unsuc- 
cessful attempts by Ciments 
Frangals to establish major- 
ity control over Cementos 
Molins. The stake includes 
just under 14 per cent held 
directly by Ciments Fran- 
cois. which is controlled by 
the Italcementi group, and 
25 per cent in the hands of 


its Spanish cement subsid- 
iary, Financiers y Miners, 

Trading in shares of Fin- 
anciers y Miners and 
Cementos Molins was 
suspended. 

Ciments Franpais, dissatis- 
fied with its minority posi- 
tion in the Barcelona com- 
pany, last year considered 
selling its stake through a 
public offering. 

In an alternative plan last 
June, it proposed a 
“friendly" merger of Cemen- 
tos Molins with Financiers y 


Miners, in which It holds 87 
per cent But this scheme 
was rejected by members of 
the Molins family, who own 
52 per cent of Cementos 
Molins and have been reluc- 
tant to cede control. 

Cementos Molins showed a 
profit of Pta2J2bn last year 
an sales of Pta35bn. The pur- 
chase is being carried out 
through Asland, which 
ranks second In the Spanish 
cement industry behind Val- 
enciana de Cementos, con- 
trolled by Cemex, of Mexico. 


Miguel del Campo, manag- 
ing director of Asland, said 
the Lafarge group saw the 
purchase as means of raising 
its m ar ket presence in the 
Cata lo nia region and as a 
platform for further invest- 
ment in Latin America, 
where Cementos Molin s has 
operations in Mexico, Argen- 
tina and Uruguay. 

The price of Pta4,50Q a 
share agreed by Lafarge 
compares with a closing rate 
of PtaS.450 in Barcelona last 
Friday. 


Norsk 
Hydro up 
18 % in 

quarter 
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Frontline pursues 

ICB legal action 


ahead with legal 


By Greg Mdvor 
in Stockholm 


Mixed outlook for 
France Telecom 


L ionel Jospin’s Social- 
ist-led, but business- 
like. French govern- 
ment yesterday succeeded 
where its centre-right prede- 
cessor failed — by bringing 
France Telecom safely, and 
lucratively, to market. 

Shares in the former 
monopoly telecoms operator 
opened at FFr215, well above 
the FFr182 issue price for 
retail investors and yielding 
an immediate profit for 
those who opted for an early 
sale. A record 3.9m individ- 
ual investors were attracted 
by the initial public offering, 
which involved more than 22 
per cent of the company’s 
capital and will generate 
FFr42bn ($7.08bn) for the 
French state. 

But will the company's 
longer-term performance live 
up to the expectations of 
those who have chosen to 
keep their shares? After all, 
liberalisation of EU telecoms 
markets is less than three 
months away. This will 
expose the group to tougher 
domestic competition. 

Analysts point to a num- 
ber of possible weaknesses 
In France Telecom’s position 
- in particular, doubts over 
the extent to which manage- 
ment will be given a free 
hand by a leftwing govern- 
ment committed to keeping 
a clear majority of the 
group’s capital. 

But they believe, on the 
whole, that the group has 
prepared for the onset of full 


domestic competition as well 
as could have been expected. 
They also highlight struc- 
tural features of the French 
market which, they say, 
should initially enable both 
France Telecom and Its main 
competitors to prosper. 

The main shadow over its 
prospects is perceived to be 
political uncertainty. Says 
one analyst; “At the end of 
the day, you know the gov- 
ernment is the core share- 
holder and that Is a risk.” 

Leading government fig- 
ures such as Christian Pier- 
rot, industry minister, have 
sought to play down these 
concerns. “We have an 
entrepreneurial vision of 
France Telecom,” he says. 
"France Telecom is com- 
pletely free to manage its 
staff as it wishes." 

Sceptics, however, paint to 
the presence of the hard-left 
Communists in the ruling 
coalition, as well as the 
country's chronically high 
unemployment which makty 
job cuts in virtually any sec- 
tor potentially controversial. 

Until the government’s 
professed resolve to let the 
company stand or fall on its 
own two feet has been thor- 
oughly put to the teat, it 
seems wise to assume that a 
certain amount of political 
intervention is inevitable. 

Verdicts on France Tele- 
com's management are 
mixed, although most regard 
chairman Michel Son’s expe- 
rience in the cut-throat 


French retail sector as an 
important asset and 
acknowledge the group is 
less stuffy than some former 
monopoly operators. 

Doubts centre on the 
degree to which a willing- 
ness to embrace and exploit 
change extends beyond the 
top tier of management In 
the words of one analyst “1 
think the senior managers 
are folly aware of what com- 
petition holds in store, but 
there is a sense that the 
managers underneath per- 
haps have a perception of 
invincibility - that they 
think the next 25 years will 
be the same as the last" 
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T he company’s interna- 
tional record also gets 
mixed reviews, 
although its Global One alli- 
ance with Deutsche Telekom 
and Sprint of the US, is gen- 
erally seen as positive. 

Some analysts are scepti- 
cal about the planned 
exchange of shareholdings 
with Deutsche Telekom, 
arguing that cooperation 
with the German group is 
possible without the need for 
an equity stake. But the plan 
is strongly defended by Mr 
Plerret “One aim of the 
crass shareholdings ... is to 
get people used to working 
together," he says. “There Is 
more scope for France Tele- 
com and Deutsche Telekom 
to work together. I think it is 
easier for them to do so than 
it would be for BT and MCI." 



Unalloyed strengths 
include the group's high- , 
quality, folly-digitalised net- 
work. the hi gh penetration 
of its domestic market and 
good efficiency. It has also 
retained leadership of 
France's still underdevel- 
oped mobile telephony mar- 
ket. where competition is 
already entrenched. 

finally, some analysts 
argue, the current compara- 
tively low usage of France’s 
fixed telephone network - 
particularly for 

long-distance, international 


and fixed-to-mobile calls - 
bodes well for the future of 
all market participants. 

The extent to which this 
potential is reflected in the 
bottom line may depend on 
the degree to which further 
price cuts are necessary to 
stimulate volumes, however. 
The effect of tariff cuts was 
already evident in the com- 
pany’s first-half results, 
which saw operating income 
before exceptional items fell 
from FFrl6.9bn to FFr16. 6bn. 


David Owen 


Norsk Hydro, the Norwegian 
industrial conglomerate, 
overcame tower oil and gas 
production and continued 
weakness in its big fertiliser 
operations to lift third-quar- 
ts- profits by 18 per cent 

The company, Norway’s 
biggest listed group, 
increased pre-tax profits 
from NKr2.26bn to 
NKr2.67hn (*377m). Far the 
nine months, profits rose 
from NKrfi.4bn to 
NSr&58fm, on sales up from 
NKr63.1bn to NKr71-3hn. 

Part of the third-quarter 
Improvement was attributed 
to a one-off NKr400m write- 
down in the off and gas divi- 
sion last year. Excl uding 
this, operating profits were 
static, is spite of an increase 
in third-quarter sales from 
NKr20.2bn to NEr23bn. 
Norsk Hydro shares eased 
NKr2 to NKr411. 

Operating earnings at the 
oQ and gas unit — the com- 
pany’s most profitable — 
rose from NKrl.Sfibn to 
NKr l.7lb n, but were mar- 
ginally lows - than last year 
after stripping out the write- 
down. 

Leiv Nergaard, chief 
financial officer, said that 
oil and gas production this 
year bad been lower than in 
1996 because of mainte- 
nance shutdowns and 
delayed start-ops of new 
fields. 

Bnt he stressed produc- 
tion would rise next year 
and the group was on course 
to double off volume from 
1995 levels, to 500,000 bar- 
rels a day by 2005. 

Mr Nergaard was less opti- 
mistic about agricultural 
operations. The unit, Norsk 
Hydro’s biggest, has experi- 
enced a sharp decline 
in profitability, mainly 
because of lower prices for 
nitrogen fertilisers. 

The problems stemmed 
from a Chinese moratorium 
on purchases of urea from 
the world market linked to 
high domestic production 
rates, Mr Nergaard said. 
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FLOOR COVERINGS 


Tarkett, Sommer agree merger 


Tarkett, of Germany, and France’s Sommer Allibert yes- 
. j monwr flprp&ment which will create 


the world's largest floor covering producer. Tarkett said it 

wouW caff a meeting of sharehoiaere n^t mmith to 

approve fho acquisition of Sommer for DM705m (*40lm), 
the assumption afDM220m in debt, and a:0M223m bond . 
issue to help finance the deal. _ 

Meanwhile, Sommer will launch a public tender ofer 
for 20lm Tarkett shares at DM32.75 in cash and warrants. 
Yesterday’s development represente a victory for the two 
groups in their battle against Armstrong World Indus- . 
tries, of the US, which tried to block (be deal through a - 
counter offer for Sommer subsidiary Domco, and through 
the courts. 

The merger will create a business with sales of about 
DM2.6bn a year. Mark JBRtiUffan 


*9- mjh 


■ DEUTSCHE TELEKOM 

Venture capital fund established 


Deutsche Telekom, Europe's largest telecommunications 
group, bag given a farther push to Germany's underdevel- 
oped venture capital industry by setting up its own 
DMIOOm ($5Sm) telecoms fund. 

T-Venture will be a wholly-owned subsidiary of Deut- 
sche Telekom specialising- in investments in companies at 
the early stages of development 

Hagen Hultzsch, Deutsche Telekom board member 
responsible for technical services, said the initiative 
would give the development of innovative tetecrnmnuntea- 
tions and information businesses “an important addi- 
tional impetus”. 

The fund win taka direct stakes and also invest in other 
ventur e funds. Ralph Atkins, Bam 
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CDN $562,828,812 

Fully-Paid 


24,150,000 Shares 


SECONDARY OFFERING 

{by way of Private Placement in the U.SA.) 

by 

Mr Alfred H. Balm 

of 

28,863,016 Common Shares 
(Represented by Instalment Receipts) 

of 

CANADIAN FRACMASTER LTD. 


(Gulf) 


Gulf Indonesia Resources Limited 


Common Shares 

(par value US&01 par share) 


JnMfibWCnonSnSM 


Goldman Sachs (Asia) L.L.C. 


Morgan Stanley Dean Witter 


12,075,000 Shares 


ffmtmrd 


Ttito portion a( the ctfortiQ was offered outaidatha United Staiss by Cte undersigned. 


Price: 

CDN $19.50 per Common Share 
payable in two instalments of CDN $9.75 


Goldman Sachs (Asia) L.L.C. 
ING Barings 


Morgan Stanley Dean Witter 
Jardlne Fleming 


CEF Capital Limited 


ABN AMRO Rothschild 


Schraders 
Credit Lyonnais Securities Asia 


The offering was underwritten by: 

Newcrest Capital Inc. 


PT. Bahana Securities 


Selhg Agents 


PT- aanareksaSekuritas 


RBC Dominion Securities Inc. 

CIBC Wood Gundy Securities Inc. Nesbitt Bums Inc. 
ScotiaMcLeod Inc. Midland Walwayn Capital Inc. 
Sprott Securities Limited FirstEnergy Capital Corp. 
Gordon Capital Corporation Peters & Co. Limited 
. Trilon Securities Corporation 


12,075,000 Shares 


Goldman, Sachs & Co. 


1 Morgan Stanley Dean w itter 

Salomon Brothers Inc 


Merrill Lynch & Co. 


Smith Barney Inc. 


October 1957 
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COMPANIES AND FINANCE: EUROPE 


Aceralia buys 
Aristrain in 
equity swap 


By Tom Bums bn Madrid 

Aceralia. tbs state-controlled 
Spanish steel group backed 
by Arbed of Luxembourg 1 , 
yesterday agreed to buy 
Aristrain, Spain's biggest 
producer of "long” products 
for the construction 
try, to an equity swap worth 
Pta40bn ($268.4m). 

The deal, coming just 
ahead of Acaralia's full pri- 
vatisation but subject to 
Brussels approval, will turn 
the Arba d- Aceralia. aiiiimp» 
into a strong force in the 
European market for beams. 

The Luxembourg company 
is already a laacHng producer 
in Europe; Aceralia will con- 
trol about 90 per cent of the 
domestic market through its 
purchase of Aristrain 

Arbed, which is advised in 
Spain by ING Barings, has 
separately negotiated a five- 
year industrial plan with 
Aristrain. 

As part of the deal, Aris- 
train’s top executives are 
expected to hold senior posi- 
tions at Aceralia. 

Aristrain, which fought off 
takeover bids . by British 
Steel between 1989 and 1991, 
said its acquisition by Acer- 
alia would take the form of 
an “industrial integration”. 

Analysts said Aceralia’s 
incorporation of Aristrain, in 
the wake of its strategic 


alliance with Arbed, would 
lift the profile of the 
state's forthcoming public 
sale of the rest of its 
shares. 

Sepi, the government hold 
tog company, sold 35 per 
cent of Aceralia - then 
known as CSI - to Arbed to 
an all-share transaction 
worth Ptal29.2hu last July. 
The deal included the acqui 
sltion by the Spanish group 
of stakes in Arbed and three 
of its subsidiaries. 

It will now sell 10.8 per 
cent to Aristrain in 
exchange for outright owner- 
ship of the long products 
manufacturer. 

Josfe Maria Aristrain. the 
producer's owner and chair- 
man. will independently 
acquire a further 0-4 per cent 
for Ptal Jbn. 

The sale of a further 5 per 
cent to Gonvarri. a privately- 
owned domestic producer of 
flat products and a leading 
supplier to Spain's car indus- 
try, has been scaled back to 
\ per cent. 

The sale of the remaining 
52.8 per cent of Aceralia. 
worth, about Ptal95bn, will 
be via a global offering 
provisionally scheduled for 
late November or early 
December. 

It will be file last big steel 
industry privatisation in 
western Europe. 


Bic completes 
Sheaffer buy 


By Andrew Jack 
bt Parte 

Bic, the French lighters. 
penB and razors group, said 
yesterday it had completed 
the acquisition of Sheaffer, 
the US fountain pen manu- 
facturer, fin* about $33m. 

The purchase followed an 
out-of-court settlement 
between Bic and Geflnor. the 
Geneva -based- investment 
_ bank_^hiph_own& . Sheaffer, 
and which had attempted to 
sell the business to two of its 
executives. 

The deal, is believed to 
have involved an out-of- 
court payment to Owen 
Jones, Sheaffer chief execu- 
tive, and Shane Dolohanty, 
chief financial officer, who 
have agreed to abandon 
their right of first refusal on 
the business. 

Bic announced at the end 
of July it had agreed to buy 
the business, but was caught 
by surprise by a statement 
from Gefinor in August that 
it had sold Sheaffer to the 
existing management, trig- 
gering a legal battle in the 
US courts. 

The French group argued 
that Sbeaffer’s executives 


had not “validly exercised" 
their right of refusal and 
obtained a ruling in the 
appeals division of New 
York State Supreme Court 
freezing the sale until the 
case could be examined in 
January. 

It also increased its origi- 
nal offer by ffftn 

Bic said it had bought 
Sheaffer Group from Sheaf- 
fer International (Guernsey), 
the direct parent of the pen 
manufacturer. 

It said the deal included 
the company’s 75 per cent 
stake in a 1 joint venture in 
China, as it had originally 
planned. 

Robert Macdonald. Bic 
finance director, said: “It 
was in no erne’s interests to 
get involved in a long-term 
court battle." 

He ruled out the possibil- 
ity of Sheaffer returning to 
profit this year, but said Bic 
would apply manufacturing 
synergies, including provid- 
ing Sheaffer with ink and 
bail-point fittings from its 
own factories. 

Mr Macdonald would not 
comment on whether Mr 
Jones and Mr Dolohanty 
would remain with Sheaffer. 


Promodes 
shrugs off 
Casino 
family 
hostility 

By Andrew Jack in Paris 


Promodfrs, the French 
retailer which has launched 
a hostile takeover for its 
rival Casino, yesterday 
remained upbeat in spite of 
growing indications that the 
majority of Casino’s family 
shareholders oppose the bid. 

The reaction came after a 
poll among the 260 descen- 
dants of Casino's founding 
Gui chard family on Satur- 
day suggested that 60 per 
cent would hold on to their 
shares. None came out to 
favour of selling to Pro- 
modfes. 

Some 13 per cost of the 
family said they would cede 
some shares to Rail ye, the 
retailer which holds a 33 per 
cent stake in the company 
and has launched a “white 
knight” bid for the rest The 
remaining 30 per cent had 
not made a decision. 

The Gnicbard family con- 
trols 16 per cent of the votes 
of Casino and has a farther 
lm warrants which could be 
converted into shares to 
tighten their grip further 
ahead of the closure of the 
Promod&s offer on Novem- 
ber 7. 

Coupled with the votes of 
Rallye. which rise to 43 per 
cent at the end of this 
month, it is unlikely that 
Promodfes could achieve its 
objective of obtaining at 
least 50 per cent control. 

However, Antoine Gui- 
chard, former chairman of 
Casino’s supervisory body 
and spokesman for toe fam- 
ily, admitted that Saturday’s 
vote was not binding. 

Nor would he say whether 
he would put into operation 
the company created by four 
family members to exercise 
pre-emption rights and buy 
the shares of anyone wbo 
planned to sell to Promodte. 

“We’ll see where we are at 
that time,” be said, arguing 
that the purchases would 
probably be “symbolic” in 
quantity. 

Prom odds said: “Each 
time the family sharehold- 
ers meet, more and more go 
to our direction. We are 
extremely satisfied with the 
decision this weekend. The 
game remains open.” 

Mr Guichard described the 
tone of the family meeting - 
held to Casino’s historic 
headquarters in the central 
French city of St-Etfenne - 
as “good”. He said Hubert 
Kemlto. another member 
who opposed the Pro mod ds 
bid, had been appointed to 
represent him if he canid 
not attend meetings. 

Separately yesterday, 20 
Casino executives wrote to 
Paol-Louis Halley, chairman 
of Promodfes, to express 
opposition to the company 
they called “Casimodfes” if 
the merger of the two 
groups wait ahead. 


Adtranz warns of losses 


By Frederick SHMemarm 
in Beriin 

Adtranz, the rail transport 
joint venture between ABB 
and Daimler-Benz, yesterday 
warned it expected "signifi- 
cant losses" for 1997 fallow- 
ing a restructuring charge of 
DM283m <$160m) in the 
fourth quarter. 

The company also said 
that 3,600 jobs would be cut 
in Germany and Italy. 

The moves, which are 
linked to cost cuts in the 
face of increasing price pres- 
sure and overcapacity, had 
been expected after Adtranz 
KhWnd members of its UK 


restructuring team to Ger- 
many to implement cost-cut- 
ting measures originally 
introduced in the UK. 

In the early 1990s. the UK 
workforce was cut from 8,200 
to 3£GQ. 

Adtranz, which was estab- 
lished in January 1986 and 
has its headquarters in Ber- 
lin, said the restructuring 
charge included higher than 
expected costs from old or 
p misting contracts. 

It added that it had 
decided to increase the out- 
sourcing of non-care activi- 
ties and step up global prod- 
uct development spending. 

Adtranz, like other rail 


transport companies, has 
increasingly focused on Asia 
as a source of potential 
growth, not only as a sup- 
plier of rolling stock but also 
as a part-operator of mass 
transport systems. 

Last year, it had pre-tax 
profits of DM40m on sales of 
DM6-lbn. It claims a global 
market share of 17 per cent 
to rail equipment In the UK, 
Adtranz has won half the 
rolling stock orders placed 
since rail privatisation, 

Siemens, of Germany, and 
GEC-Alsthom. the Anglo- 
French groim, are the other 
two big European rail 
systems manufacturers. 




SECURIDEV 

Stong growth In results ending 30 June 1997 

Board ofDiroctajs, in session on 16 October 1997 chaired by Henri Morel, approved the 
artvmtwiK for I be consolidated results ending 30 June 1997. 

hNFBUte 

Turnover 
Operating results 
Current results 
Extraordinary results 
Net results, 
group share before 
goodwill areonimtHMi 
Corporate tax credit 
Net overall motet, 



• at Heritor structure parity 

ECUWDEV to to, =r 


1996 

1* hair of 1996 

1- wr of 1997 

Uck 

514.9 

27 33 

263.8 

N/a • 

71.2 

38.1 

38.3 

+ 0.5% 

58.1 

31.8 

33.4 

+ 5.1 % 

(12.4) 

(86) 

(1.41 

ns 

27.4 

1 33 

IS.6 

+ 39.5 % 



1.3 



27 A 

133 

17.3 

+ 29.7% 


S ECURIDEV maintained consolidated soles levels ra &e Gitt six months of 1997. 

*e&*talfof 1996 includes exceptional soles of FRF 8.7 miiUon resulting fitnn the demerger of 

rm ranr rg#”fr*r which imouflttd to bwcs. , nn tul .am * Mmnnl . 

Netresult. group stare, before amortisation of goodwill have risen to 29.79% after a cotporale ax 

credit of FRF 1 J million resulting from die latest French bodget. 

SECURIDEV is therefore scheduled to show an increase in msila over the entire 1997 fiscal year. In 
the third quarto, consolidated turnover totalled FRF I I4J million, a rue of 2A% over the same 
period the year before. 
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Off line: Djorgarden goal tender Tommy Sfiderstrom follows Stockholm bourse tonvao Onetnrg 

Ice hockey flotation sunk 


Plans to launch Europe's first 
publicly-quoted ice hockey team were 
scrapped yesterday, when Djurgarden of 
Sweden abandoned a proposed stock 
exchange Listing, writes Greg Mclvor in 
Stockholm. 

A SKr 45.7m ($5.99tn) share offering was 
cancelled after Sweden's ice hockey author- 
ity ruled the move was incompatible with 
the country's strict rules that sports clubs 
may not operate as joint stock companies. 

Djurgarden said 2,000 investors who bad 
subscribed for shares would have their 
money refunded with interest. The shares 


bad been due to start trading by Thursday. 

Sweden's national athletics association 
had threatened to ban Djurgarden from the 
elite hockey league if it turned itself into a 
listed company. 

Peter Gudmundson, who was to have 
become Djurgarden's managing director 
after the Dotation, said the inability to 
attract equity capital would make it more 
difficult to fund rising salary demands from 
its players and to compete with leading 
European clubs. He said Djurgarden might 
consider suing the regulatory authorities for 
compensation. 


EUROPEAN NEWS DIGEST 


VW sets up traffic 
systems subsidiary 

Volkswagen, the German carmaker, will today launch a 
new subsidiary to market traffic information and manage- 
ment systems as part of its strategy to enter the emerging 
business of "telematics’'. Gedas Telematics, based in Ber- 
lin, win offer hardware and support services designed to 
beat traffic jams and optimise route planning to private 
road-users, commercial haulage firms and public trans- 
port operators. The company is jointly owned by VW 
Gedas, the car company’s software and services unit, and 
IAV, an engineering development group to which VW has 
a 50 per cent stake. Rainer Paulsen, managing director, 
said the company would initially concentrate on provid- 
ing systems and services to the VW group, though it even- 
tually hoped to sell to other manufacturers. 

Frederick Sl&demann, Berlin 

U GOLD 


Restructuring hits Gengold mine 

Gengold, the South African gold producer which plans to 
merge with Gold Fields of South Africa, yesterday 
announced a fall in quarterly profits at its flagship mine. 
Net income at Beatrix mine dropped from R43m in the 
previous quarter to R25-8m t$5.5m ). Tom Dale, managing 
director, said the decline followed “significant improve- 
ments in productivity" which had placed an “unexpected 
strain on infrastructure". 

Mr Dale said the new group would focus on productivity 
and safety. These were the principal deterrents for inter- 
national raining groups considering acquisitions in South 
Africa, he said. The merger with Gold Fields, announced 
on October 10, had taken precedence over negotiations 
with two international groups. Analysts suggested Placer 
Dome, the Canadian mining group, had been in talks with 
Gencor. Gengold’s parent, prior to the deal with Gold 
Fields. Mark Ashurst, Johannesburg 

■ ISRAEL 


Claridge aims for 37% Koor stake 

Claridge Israel, the investment company controlled by the 
Charles Bronfman family of Canada, plans to raise its 
stake in Root Industries. Israel's biggest holding com- 
pany. to about 37 per cent by the end of this year. Clar- 
idge made toe announcement yesterday after it finalised 
toe acquisition of 10 per cent of Koor from Shamrock 
Holding of the US for $187m. last July, it bought 10 per 
cent for the same price from Shamrock. Jonathan Kolber. 
president of Claridge Israel, said toe group now held a 
controlling 25.5 per cent stake. Avi Machlis, Tel Aviv 
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Move to boost securitisation in Japan 


By GflBan Tett in Tokyo 

A Japanese company is for the first 
time using car leases to issue 
bonds to investors. Japan lacing 
Auto, an affiliate of Japan Leasing, 
plans shortly to place YlQbn (583m) 
worth of bonds which are 
by the income stream from car 
rentals. 

The move highlights the rising 
interest in Japan in “securitisa- 
tion” - the practice of restructur- 
ing assets into securities. It comes 
as the Japanese government is 
preparing to unveil measures to 


boost the securitisation market, 
which has been strikingly under- 
developed. 

These measures, likely to emerge 
this week, are expected to include 
efforts to make it easier far compa- 
nies to establish special purpose 
com panies which can issue these 
bonds. 

The impetus behind the latest 
wave of interest in securitisation in 
Japan has been the huge levels of 
prorperty-related had loans that are 
held by banks. 

Investment bankers argue that if 
a proper securitisation market 


were developed in Japan, then 
hanks would find it much easier to 
dispose of these bad loans. 

However, aside from, these prop- 
erty-related bad loans, there is also 
increasing Interest in die market 
for other forms of non-property 
related securitised assets. 

Since the property market 
remains plagued by low volumes 
and falling prices, some analysts 
suspect non-property securitisation 
areas - such as cars - will grow 
fastest in the short term. 

In the US, where securitisation 
has been developed as a technique 


for two decades, car leasing is 
a popular tool for asset-backed 
securities. 

However, Japanese companies 
had been deterred from following 
suit, partly because they were 
uncertain about the level of inves- 
tor interest Instead, the limited 
securitisation that has occurred 
has largely involved items like 
credit cards. 

However, the securities affiliate 
of Long Term Credit Bank, a Japa- 
nese bank, said yesterday it had 
succeeded in undertaking the first 
auto-leasing securitisation for 


Japan Leasing Auto, Japan’s 
second largest leasing group- 

LTCB refused to reveal market 
details of the deal but said the 
bonds bad been sold to domestic 
investors and bad been twice sub- 
scribed. “There was a strong level 
of interest," the group said. 

LTCB admitted it was unsure 
how many other car leasing deals 
would now emerge. “There are not 
many other car leasing companies 
with this many assets," one official 
added. The leasing market 
accounts for 3 per cent of all 
vehicles in Japan. 




Foster’s to spen 
A$78m in Vietnam 


Kumagai warns of 
Y200.5bn deficit 


Japanese retailers 
show mixed results 


By Button Hutton In Tokyo 

Kumagai Gumi. one of 
Japan’s leading construction 
companies, said yesterday it 
would make a loss of 
Y200.5bn ($1.67bn) for the 
fin an c ial year to March 1998. 

Previous forecasts were for 
post-tax profits of Ylbn. 

The reversal is mainly due 
to an extraordinary loss of 
Y239bn from writing off 
overseas developments and 
domestic bad loans. The 
company is liquidating 16 
overseas projects, mainly in 
the US. 

The write-offs are key to a 
medium-term management 
reform programme 
announced yesterday. 

Kumagai said it also 
planned to reduce its inter- 
est burden by cutting debt 
from Y610Kbn to Y595bn by 
March 2002, and reducing 
loan payment guarantees 
from Y430.6bn to YlTObn. 

In addition. . Taichiro 
Kumagai, president, will 






retire at the beginning of 
November, to be replaced by 
Yoshio Matsumoto, manag- 
ing director. 

Kumagai said it expected 
pre-tax profits of YBObn for 
the 1997-98 financial year, on 
sales of Yl.OSObn. It planned 
to skip the Y3 dividend for 
the year, but expected to 
return to profit and resume 


the dividend in the next 

fiTianrial year. 

Steven Weller, construc- 
tion industry analyst at Jar- 
dine Fleming Securities in 
Tokyo, said Kumagai’s finan- 
cial difficulties were well 
known, but the decision to 
make such a large write-off 
this year was unexpected. 

“They have accelerated 
what they said they were 
going to do over a much lon- 
ger period, and we have to 
give than credit far that" 
Mr Weller said, but added 
that it was not dear how 
much bad debt would be left 
after the 'write-off 

Kumagai a s main • banks, 
Sumitomo Bank and Long 
Term Credit Bank, yesterday 
pledged continued support 

Kumagai’s profit warning 
follows a series of bankrupt- 
cies among smaller Japanese 
construction companies this 
year. All construction com- 
panies are facing difficulties 
dating back to the bubble 
period of the late 1960s. 


By Bethan .Hutton 

First-half results from 
Japanese retailers reflect the 
impact of April’s consump- 
tion tax increase ou con- 
sumer spending, but some 
are weathering the storm 
better than others. 

Daimam, an upmarket 
national department store 
chain, bucked the trend with 
sales up 2.9 ' per cent to 
Y255.3bn ($2.12bn) over the 
SIX months to and of August, 
attributable mainly to the re- 
opening of its Kobe store fol- 
lowing the 1995 earthquake. 

After-tax profits were np 
21 per cent to YLlbn, with 
pre-tax profits ahead 8.4 per 
cent to Yl.Tbn. However, 
Daimaru cut its forecasts for 
the frill year, saying reduced 


consumer spending was 
likely to continue. It expects 
sales of Y516tra, rather than 
Y53Qbn, and net profits of 
Y8bn rather than Y3.5bn. 

Sogo, a more downmarket 
department store group, suf- 
fered a pre-tax loss of Y295m 
for the half year, and an 
after-tax loss of Y450m, 
against losses of Y270m and 
Y297m respectively for the 
same period last year. 

Sales edged up OB per cent 
to Y84bn. The company said 
it expected to return to 
profit for the full financial 
year. It predicted post- tax 
profits of YlOOm, although 
the dividend would not be 
resumed. 

Unconsolidated pre-tax 
profits at Takashimaya, an 
Osaka-based department 


store operator, fell S-9 por 
cent to Y7.4bn, with net prof- 
its down 26.8 per cent to 
Y3.76bn. Sales were higher, 
op 5.4 per cent to Y539-2bn. 
helped by the Takashimaya 
Times Square development 
in Tokyo which opened in 
1996. 

Matsoya, a medium-sized 
department store operator 
based in Tokyo, reported a 
4.4 per cent drop in pre-tax 
profits to Y405m, but post- 
tax profits firmed 1 per cent 
to Y193m- Sales fell 2J. per 
cent to Y44.7bn. 

Sales figures for Tokyo 
department stores, released 
on Friday, showed a 42. per 
cent fall from September 
1996, the sixth successive 
month showing a year-on- 
year decline. 


Sret-quarte ^ iacrease _ Howeverhe 

a challenging target .to get 

■ OIL ' . 

w^k peso hits Shell Philippines 

Shell Philippines, an offshoot of . ! 

j£>up, losthbout 500m pesos <*14M ^ ***££2* it 
quarters as the weaker peso took its toll, 
had lost 1.7bn pesos in the tbiffi quarter i 

a result of the peso’s collapse. The losses wiped - -.; 

netincame of 621m pesos for the first quarter and 631m _ 

f °Th(f sector* dependent on high levelsof Imports 

and restricted from seffingpri«»s frudy, basbeei^^ 

the hardest hit by the south-east Asian currency Crisis. 

“Oil companies are working in a difficult environment in 
which they have not been able to recover tosses from the 
weaker peso," said Francis Sy-Siong, analyst at BZW in . 

Manila- , 

• Philippine Airlines, the national flag earner, yesteroay 
backed down from making a 35 per cent increase m 

domestic fares and freight charges less than a week after 

announcing the rises: The dimbdown follows pressure 
from the Civil Aeronautics Board, the government regula- 
tor. which argued airfares were not liberalised asJPAL - 
claimed Justm Morozd. Monua . 


International competition hits Bajaj 


Corporate India shares 
buy-back enthusiasm 


By Krishna Guha in Bombay 

India Is preparing for the 
first share buy-backs in its 
corporate history as a new 
law approaches the statute 
book. 

Last week. Reliance Indus- 
tries, the country's biggest 
petro chemical company, 
won shareholder approval 
for a buy-back involving up 
to 5 per cent of its voting 
stock. It joins a string of 
companies that have sanc- 
tioned buy-backs, including 
Bajaj Auto, Apollo Tyres and 
SL Packag i n g . 

They are preparing for the 
passage of an amendment to 
India’s Companies Act which 
could be voted through par- 
liament as early as next 
month. The amendment 
Includes a proposal to legal- 
ise share buy-backs. 

Analysts said the move 
was further evidence that 


Indian companies were 
adopting the concept of 
shareholder value with the 
encouragement of foreign 
investors. 

“By reducing their capital 
base they can improve earn- 
ings per share, 1 ’ raid Jyoti- 
vardhan Jaipuria. vice-chair- 
man of DSP Merrill Lynch. 

Speaking at Reliance 
Industries’ extraordinary 
meeting last week, Dimhbi 
Anbani chairman, said bis 
company’s move could 
“result in substantial value 
enhancement for all share- 
holders". 

The buy-back proposal is 
part of a broader programme 
which includes an employee 
stock option scheme and a 
one-for-one bonus share 
issue confirmed at the 
meeting. 

Reliance may seem an odd 
company to begin a share 
buy-back. It is growing fast 


and has invested large sums 
in plants at Hazira and Jam- 
nagar. But it generates 
about $500m cash flow a year 
and investment spending is 
expected to slow once the 
current phase of expansion 
is completed. 

• A high profile buy-back 
programme would signal 
that it intended to narrow 
the discount at which its 
shares trade as a commodity 
producer. 

If Reliance pushes ahead 
with its buy-back other com- 
panies could follow. 

But analysts are con- 
cerned that if they become 
widespread some companies 
may abuse them. 

However, others said buy- 
backs could not be used for 
short-term purposes since 
the draft legislation bans a 
company which buys back 
its shares from issuing more 
equity for 12 mouths. 


i By Krishna Guha 

; Bajaj Auto, India’s biggest 
motor cycle and three- 
wheeler manufacturer, yes- 
terday unveiled a 12 per omt 
foil in pretax profits to R3bn 
(982.9m) as weak demand 
and stiff competition eroded 
sales. 

In the six months to Sep- 
tember, Bajaj sold 625,140 
vehicles, against 722,467 last 
time. Sales fell 6 per cent to 
R15.1bn. Exports also fell, 
down 24 per cent at R661m_ 

The fall in volumes was 
widely expected. “It is a com- 
bination of weak demand 
and Bajaj losing out on the 
product front," said Mr 
ELN. Sreenivasan, Auto ana- 
lyst at Jardine Fleming. 

Bajaj has freed increas- 
ingly severe competition in 
India from foreign joint ven- 
tures such as Hero Honda, 
LML Pi aggie (makers of 
Vespa scooters) and Tvs 
Suzuki. 

Rahul Bajaj, chairman, 
has conducted a high-profile 
public campaign against 
“unfair competition", draw- 
ing widespread media atten- 
tion to the fight. 

Bajaj, while still dominant, 
saw its share of the motor 
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In need of a lift* Bajaj is losing sales as economic slowdown hits mass-market producers 


cycle market fall 3 parent- 
age points to 27 per cent, 
according to Jardine Flem- 
ing. By contrast, sales at 
Hero Honda and LML Piag- 
gio are rising at 30 per cent a 
year. 

Bajaj has suffered in part 
because its mass-market cos- 
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tomers have borne the brant 
of India’s economic slow- 
down. 

The wealthy elite, targeted 
by its foreign competitors, 
has been relatively 
unscathed and benefited 
from tax cuts this year. 

But analysts said Bajaj’s 


fundamental problem was 
outdated technology. 

“It is. a laggard on the 
technology front," said Mr 
Sreenivasan. “It does not 
have the products to 
compete." 

The company's difficulties 
could Increase as India 


adopts tighter pollution stan- 
dards. 

However, some analysts 
believe that Bajaj has woken 
up to the challenge. 

It plans to launch lO mod- 
els over the next two years 
and is spending heavily on 
research and development. It 
has protected margins - 
down only L4 per cent - dur- 
ing the economic slowdown 
due to tight cost coutrols. 

Meanwhile, the company 
has pushed, ahead with 
expansion at its. Akurdi and 
Wahg plantss, which will give 
it a capacity of 2m vehicles 
by the end of 1998. This is far 
mare than any competitor in 
India. 

"The new plants will give 
Bajaj the flexibility to Intro- 
duce new models," said Mr 
V-S^Harlharari, auto analyst 
at Peregrine Securities. Mr 
Hariharan said the new facu- 
lties “met the highest Japa- 
nese standards". 

Bajaj. as the biggest pro- 
ducer, stands to gain most if 
India’s economy . enters a 
cyclical upswing in the sec- 
ond half. Analysts said it 
could benefit from public 
sector wage hikes and strong 
rural incomes- following a 
good monsoon. 


BANK HOFMANN & PARIGI 

Egidio Parigi belongs to the Bank Hofmann team. His farsightedness and experience have earned 
him respect as Department Head. He never loses his cheerful sense of humour, 
even in hectic situations. His personality incorporates an important part of what our 
Private Bank stands for. Every member of our bank reflects the entire organisation. 
Each individual demonstrates total commitment towards our clients' best interests. 
Whether it’s behind the scenes or face-to-face. 
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MERRILL LYNCH BANK (SUISSE) . 
INTERNATIONAL PORTFOLIOS 

Society dlnvesaaseman & Capital Variable 
Registered Office: 69, route d’Esch, L-29S3 Luxembourg 
R.C- Luxembourg B-48440 

NOTICE TO SHAREHOLDERS 
Shareholders are kindly Mvited to attend the general meetings. to be bold at the 
offices of Banque bauatiemafe 4 Luxemboing SJ\, 69. mure d'Escfa. 
Luxembourg on 3 1 st October, 1997 ax 3X0 p-m_ with fix following agenda: - 
A. ANNUAL GENERAL MEETING 

1 . Submission of the Reports of the Board of Dhecton and of the Auditor for the 
year ended as at June 3Q, 1997; 

2. Approval of the Statement of Net Asses and of the Stafcremt of Operations 

for the year ended as at June 30. 1997; ^ 

3. Allocation of (he net results: 

4. Discharge to be granted the Directors; 

5. Statutory Appointments ; 

6. MteceOsneoua. 

R. EXTRAORDINARY general meeting 

l^TbctaijgeAe name of the Corporation to MUB<S) CLUX) INTB^AnONAL 
PORTPOTiOS^and *> wneod Article 1 of tbn Articles oC Incorporation so as to 

“Article 1 I 

TViece is ba^rotabUshed and fine wires among fire subaedben ind in tbo« 
wix? may become <7wnen of glare* thereafter issued acanmtww ■ g __ 
a “sociftfi d-inveatine menU c apital variable" under U»SeSS*LaS>nMM 

international portfolios r*e “O* poi »iu*n « "LBwfUW 

The Corporation shall enter aao an investmbR advisory api.mii.jii », 1 — 
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evem of temunadon of said agreement m any 

Corporation, to a name omitting ftevKatia “MLB®)" ItoboWeiI,cf,h ? 


BANK HOFMANN 


Bank Hofmann AG 
Tabtrasse 27 

CH-8022 Zurirh/Swilzerland 
Telephone 004-1 1 217 51 11 
■telefax 0041 1 211 73 68 

a credit suisse group company 
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-4— COMPANIES AND FINANCES UK 

Acquisition strengthens UK insurer’s dominant position HiftlllfoFOS 

CA buys Canadian General e^hrnH^ 


By Christopher 
Brown-Humes in London 
and Scott Morrison in 
Vancouver 

General Accident is 
strengthening its position as 
market leader in Canada by 
acquiring Canadian General, 
the country’s nth largest 
general insurer, far CSSOOzn 
($435m>. 

'The UK. composite insurer 
will assume C$l38m of debt, 
giving an e n ter pris e value of 
C$738m to the deal. 

it is the biggest overseas 
acquisition by a UK general 
insurer since Commercial 
Union’s purchase of Victoire 
in 1994. It comes as consoli- 
dation in international 
insurance markets is 
increasing. It will lift GA's 
share, of the. fragmented 
Canadian market to 9.9 per 
cent from 6.8 per cent 

Analysts said the price 
was expensive at 2.6 times 
book value. But it was a 
good strategic move because 
of cost-savings, economies of 
scale, improved Information 
technology and management 


RESULTS 



Bob Scott: widens position in Canadian market 
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shake-up that would be 
achieved. 

“They are buying a quality 
business at a premium 
price,” said Trevor May, ana- 
lyst at Salomons. 


Bob Scott. GA chief execu- 
tive, said: “This widens our 
position in the Canadian 
market, gives us a top class 
IT system and adds a num- 
ber of speciality lines to our 
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business.” The new lines 
include affinity groups, rec- 
reational vehicles, and 
mobile homes. 

Analysts said GA’s Cana- 
dian business had been lack- 
lustre, but it would benefit 
from an injection of Cana- 
dian General management. 
Three of the top five execu- 
tives in the merged GA Can- 
ada. including the chief exec- 
utive. will be supplied by 
Canadian General. 

GA is also pointing to 
potential cost-savings of 
C$75m a year by 2000 - aris- 
ing from cutting 600 of the 
combined 2.300 staff, moving 
GA Canada’s head office out 1 
of central Toronto, and IT 
benefits. GA will incur a 
one-off integration cost or 
C$45m next year. 

The vendor is Kohlberg 
Kravis Roberts, which 
acquired Canadian General 
in 1995 for less than half the 
amount GA is paying. The 
operation has grown rapidly 
following a series of acquisi- 
tions. 

ABN Amro Hoare Govett 
advised GA on the deal. 
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Hambros picks 
Schroders to 
help in review 


LEX COMMENT 

Hambros 


By George Graham, 

Banking Ecfitor 

Hambros ’ share price 
climbed sharply yesterday 
after the UK merchant bank 
confirmed it had appointed 
Schroders “to assist in a 
review of the best ways of 
improving performance and 
returns to shareholders". 

Speculation that the 
review could result in a 
break-up or the sale of key 
assets helped the shares to 
rise 12p to a 27<X- ip ($4.35) 
high for the year, but still 
below the group’s published 
net asset value of 291p. 

Hambro had been pressed 
by the Stock Exchange after 
a rise in its share price last 
week. The group said Schro- 
ders would: “ assist in a 
review of the best ways of 
improving performance and 
returns to shareholders”. 

Pressure on the bank from 
institutional investors after 
years of underperformanee 
has increased since the 
debacle over Lanica Trust’s 
abortive bid this year for the 
Co-operative Wholesale Soci- 
ety. 


Hambros advised Lanica 
and ended up having to apol- 
ogise for its role. Three of its 
corporate financiers have 
since lefL 

Tbe bank has also come 
under pressure from Regent 
Pacific, the Hong Kong- 
based investor which yester- 
day confirmed that it had 
increased its stake to more 
than 4 per cent. 

"We are happy they have 
recognised that they need to 
do something" Regent said 
yesterday after Hambros* 
announcement 

Two candidates for dis- 
posal are the 52 per cent 
stakes that the bank holds in 
Hambro Countrywide, the 
estate agent - worth £220m 
at yesterday’s prices - and 
in Hambro Insurance Ser- 
vices, the specialist insur- 
ance broker and loss 
adjuster, valued at £36m. 

Countrywide said yester- 
day It had not yet appointed 
its own advisers. 

The hank’s largest share- 
holder, Istituto Bancario San 
Paolo of Italy, denied reports 
that it planned to bid for 
control. 
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Hambros’ review raises „ ^ 

hopes that value might be Namnpos 
released by a break-up. a ^ ^ to 

buy-back, or both. But are -the F1SE All-Share Index 

the parts worth more than ibo — — 

the whole? At yesterday’s . I 

closing prices. Hambros i*o -JUT 

was worth £827m includ- J pi R 

ing preference shares. Sub- ,i*> I- — V 

tract £220m for its stake in f ]| 

Hambro Countrywide and , : 

£36m for its bolding in 

Hambro Insurance Ser- • 80 t v jJL - 

vices, and that leaves __ . . 

£371 m. The investment 80 *W 

portfolio, worth about i t i i i 

£140m in March, could . 1993 94 96 98 97 

have risen to perhaps m«mi» 

El65m by now. That leaves 

around £200m for the bank - which is quite enough if all 
it is going to do is continue to make substandard profits. 
£10m at the operating level last year. But with nearly 
£300m of net assets and a half-share in a fund manage- 
ment business, more aggressive management ought to be 
able to extract value. A break-up should also realise 
better values for Hambro Countrywide, which is benefit- 
ting from buoyant housing and life assurance markets, 
and for the insurance business, for which a bid of E84m - 
some £15m more than the current value - has already 
been rebuffed. Hambros. which has ample capital and no 
obviously attractive use for it, could plough the proceeds 
and more into a share buy-back. 

But it is debateable whether shareholders will push for 
such radical action. Regent Pacific has yet to carry out its 
threat to call an extraordinary meeting. Others seem 
likely to err on the side of patience- Guardian Royal 
Exchange, with nearly IQ per cent, looks a friendly face 
on the register. Lord Hambro is its chairman- 


Energis may be valued at £1.4bn 
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National Power to invest 
$260m in Turkish growth 
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By Alan Cane 

Energis, the telecommunications arm 
of the National Grid, is likely to be 
valued at between £l-26bn and £1.36bn 
(S2bn to S2J2bn) when it comes to the 
main market next month, according to 
Dresdner Klein wort Benson, global 
coordinator for the float 


James Dodd, chief telecoms analyst 
used discounted cash flow techniques 
to calculate the pre-initial public offer- 
ing enterprise value, with an average 
of £J-32bn. 

His valuation Is about 30 pa* cent 
higher than previous estimates iff the 
company's value, the largest of the 
UK’s new operators. 


Mr Dodd said that comparative valu- 
ation with US companies such as 
WorldCom - which is currently fight- 
ing a takeover battle for MCI - Qwest 
and some of the local fibre optic net- 
work operators would support a value 
closer to $2bn on the basis of a twenty 
times multiple of last reported reve- 
nues. 


By Andrew Davis 

National Power is to spend 
*2 60m on a fivefold expan- 
sion of its electricity gener- 
ating operations in Tin-key. 

The company is part of a 
consortium that has won 
exclusive rights to negotiate 
for the 20-year operation of 
three existing coal-fired 
plants with total capacity of 
1.680MW, and the construc- 
tion of a 700MW gas-fired 
station. National Power, 
which already has a one- 
third stake in a 4S0MW gas 
fired station being built at 
Marmara, will operate and 
maintain all the plants. 

Beryl Field 
group buys 
N Sea assets 

By Emtfco Terazono 

The Beryl Field partners, 
the oil and gas exploration 
consortium comprising 
Mobil, Enterprise Oil, Amer- 
ada Hess and OMV, have 
acquired assets in the North 
Sea from Conoco for a sum 
believed to be about $200m. 

The deal increases the 
consortium’s North Sea 
interests^ allowing it to 
achieve greater economies 
of scale. With yesterday’s 
agreement the consortium 
will obtain interests in 
Buckland, Sorby and 
Madure, three develop- 
ments close to the Beryl 
fieUL 

Ent er p r i se said its share 
was $92^ lm, while OMV's 
share was 520.2m. 

Production from the devel- 
opments Is expected at 
about the turn of the cen- 
tury at a rate of 9,500 bar- 
rels of oil equivalent per 
day. 




The company said capacity 
was expected almost to dou- 
ble to 30.00GMW by 2000. 

It will invest 5200m for 425 
per cent of the three coal- 
fired stations - at Yenikoy, 
Kemerkoy and Yatagan, 
along with associated lignite 
mines. Local companies Bay- 
indir Holding and Mimag 
will own 42.5 per cent and 5 
per cent respectively. Pacifi- 
Corp of the US will bold the 
remaining 10 per cent and 
operate opencast mines near 
Yenikoy and Kemerkoy. 

National Power will also 
spend $6Qm to take 45 per 
cent of the gas-fired station, 
due for completion near 


Ankara by early 1999. Bayin- 
dir will have a similar stake, 
and Mimag 10 per cent. 

Gas will be supplied by 
Betas, the state supplier, and 
the output from all the 
plants will be sold on a 20- 
year contract with TEAS, 
the state power utility. 

to all cases, the plants will 
transfer to the government 
after the 20-year contracts 
finish. So-called build-oper- 
ate-transfer deals in Turkey 
have until recently been 
held up by legal objections. 
But National Power yester- 
day said it was confident the 
problems had been over- 
come. 


Newcastle United 
wage bill spirals 


By Patrick Haiverson 

The rising cost of top talent 
in soccer was underlined 
yesterday when Newcastle 
United revealed that buying 
players and hiring a new 
manager contributed to a 50 
pm- cent increase in its wage 
biD last season. 

Reporting a 37 per cent 
increase to pre-transfer prof- 
its to SB. lm <$13.1m) for the 
year to July 31, Newcastle 
said its wage and salary 
costs jumped to £15.4m last 
season. It said £4.lro of the 
increase related to staff on 
the soccer side of the club. 

Newcastle is not the only 
club to suffer from a rapidly 
rising wage bill. In recent 
weeks rivals such as Man- 
chester United and Chelsea 
have reported similar big 
Increases in player costs. 

Some club chairmen 
believe controlling wage and 
transfer infla tion is one of 
the biggest challenges facing 


soccer and yesterday Freddie 
Fletcher. Newcastle's chief 
executive, said he expected 
wages to rise by about 25 per 
cent annually. 

The jump in wages at 
Newcastle last year reflected 
the purchase of players such 
as Alan Shearer (at the end 
of the previous financial 
year) and the hiring of 
Kenny Dalglish as manager. 

The fact that the club 
earned more from player 
sales than purchases last 
year meant the company 
returned to the black at the 
pre-tax level with profits of 
£&3m (£23. 6m loss). 

Turnover from continuing 
operations climbed 42 per 
cent to £41.1m, aided by a 
strong run in the UEFA Cup. 

Mr Fletcher confirmed 
that Newcastle had been 
holding talks with several 
broadcasters about establish- 
ing a television cbanneL 

A maiden dividend of D-5p 
is recommended. 
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FIDELITY FUNDS 

Soci£<£ dlnvesiitsemenr a Capital Variable 
KaniaUis House. Plat* de rElotft, 

B.P. 2174. L-1021 LiEiembem* 

RC Luxembourg B 34036 

NOTICE OF RECONVENED EXTRAORDINARY GENERAL MEETING 

As the Extraordinary General Meeting of shareholders of Fidelity Funds (the “CoqxxaiiotTi of 2nd October 1997 could not be held for. lack of quorum the shareholders of the Corporation are hereby 
reconvened 10 an Extraordinary General Meeting of shareholders ro be held on 6th November 1997 at the registered office at Kansallu House. Place de I' Emile, in Luxembourg at 11.00 a.ra. ( Luxembourg 
time) with the following agenda: 

l. To amend the Articles of the Corporation as follows: 
a. hneitmetUs through subsidiary companies 

Inclusion of the foUowing sentence in Article 15: 

rinvesunenis of the Corporation may be made either directly or indirectly through subsidiaries, as the board of directors may from lime to time decide. Reference in these Articles to "in vestments' 
and 'assets' shall mean, as appropriate, cither investment* made and assets beneficially held directly or m vestments made and assets beneficially held indirectly through tl* aforesaid subsidiaric*.- 
and amendment of the list or case* of suspension of the calculation of the net asset value contained in Article 22 by adding thereto: 

'if > while the value of the investments held through any subsidiary of the Corporation may not be determined accurately.” 
h Provisions relating to mergers ^ funds within Fidelity Funds and mergers of specific funds of Fidelity Funds wish other collective investment undertaking* - 
Inclusion of the following provisions io the Article* of IncrapnrauoA which, together with the two last paragraphs of Article 21. will constitute an Article 2!b»: 

The general meeting of holders of shares of a class or several classes may also decide io allocate the assets of such class cr classes of shares to those of another existing class of share and to redesignate 
the shares of die class or classes concerned as shares of another class (foliowing a split ce consolidation, if necessary and die payment of toe amount corresponding to any fractional nmdetneni to share- 
holder* or the allocation, if so resolved, of rights to fractional entitlements pursuant io the hsi paragraph of Article b of the Articles of Inc or poration )■ Such a class meeting may also resolve to contribute 
the assets and liabilities artnbmabie to such class or classes to another undertaking for collective investment against issue of shares of surh other undertakings for collective investment to be distributed 
to the holders of share* of the class or riasse> concerned. 

Such decision will be published by the Carporatkm and such publication will contain information in relation to the new class or the relevant undertaking for collective investment. 

Such publication will be made within one month before the date or which such merger shall become effective in order to enable holder* of such shares to request redemption thereof, free of charge, 
before die imple men t ati on of any wch transaction. 

There shall be no quorum requirements far the general meeting deciding upon a consolidation of several classes of shares within the Ctxparaiioa and any resolution on this subject may be taken by 
simple majority. Rcsohuions to be passed by any such class meeting with respect to a contributioa of the assets and of the liabilities attributable to any class or classes to another undertaking for collective 
investment shall be subject to tbe quotum rod majority requirements referred to in Article 29 of these Articles, except when a merger is to be implemented with a mutual investment fund (foods crentnun 
dc placement) or a foreign based undertaking for collective investment, in which cate thr resolutions shall only be binding upon sudi shareholders who shall have voted in favour of the merger proposals' 

c. Possibility to issue several dosses of shares in respect of which the expenses and fee structures may be different and redefinition of the rules of allocation of assets and liabilities ro the share classes 
Amendment of the first sentence of Ankle 22 to read as foDows: 

"Whenever tbe Corporation shall redeem shares of the Corporation, the price per share shall be equal to thr Net Asset Value per share of the relevant class as defined herein (css any charge provided 
for in Article 2 1 and any deferred sales charge as may have been povided by the sales documents issued by the Corporation." 

To amend section F. of Ankle 22 to read as follows: 

"F. The Directors shall establish a poo) of assets for one or more classes of shares in (he following manner: 

a) die proceeds from die issue of one or several classes of shares shall be applied in the books of the Corporation to the pool of assets established for tbe class or classes of shares, and the assets and 
I'ubitiiKK and income and expend: rare attributable thereto shall be applied to such pool subject to the provisions of this Article; 

b) if widun any pool class specific assets ore held by the Corporation for a specific class of shares, tbe value thereof shad be aOoGNed to tbe class concerned and tbe purchase price paid therefor khull 
be deducted, at the thne of acquisition, from the proportion of the other net assets of the relevant pool which otherwise would be attributable to such class: 

c) where any user u derived from another asset, such derivative asset shall be applied in tbe boots of the Corporation to the same pool or. if applicable, the same class of shares ax the asset from which 
h was derived and on each revaluation of as asset, the increase or diminution in value shall he applied to the relevant pool andfor class: 

<ft where the Corporation incurs a liability which rabies to any asset attributable to a particular pool or class of shares or to any action takes in coaneotioa with an asset attributable to a particular pool or 
class of shares, such liability shall be allocated to the relevant pool and/or class of^ dares, provided that all liabilities, whatever pool cc class they are inributable to. shall unless otherwise agreed upon 
with the crcdrtivi be binding upon the Corporation as a whole: 

e) io the case where any asset or liability of the Corporation cannot be considered as being attributable to a particular poo) or class of shares, such asset or liability shall be equally divided between 
all the pools or, insofar as justified by the amounts, shall be allocated Io [he pools or. as the case may be. the classes, prorata to the net asset values: 

0 upon the record date for determination of the person entitled to any dividend declared on any class of shares, tbe net asset value of such class of stones shall be reduced by the amount of such dividends; 
g) upon the payment of an expense allocable to a specific pool or a particular class of shares, tbe amount thereof shall be deducted frsm tbe assets of the pool concerned and. if applicable, from the 
proportion of the net assets attributable to the class concerned." 

d. Footing 

Insertion of an Article 22bis, which shall read as follows: 

"I.Tbe Board of Direct o rs may invest and manage all or any part of the pools of assets established for two or more classes of shares referred to in section F. of Article 22 (hereafter referred to a* 
"Participating Funds") on a pooled basis where it is appropriate with regard to their respective investment sector* to do so. Any such enlarged asset pool C Asset fttoT) shall rust be formed hy 
transferring to it cash or i subject to-thc limitations metmaoed below) other assets from each of the Participating Funds. Thereafter the Directors may from time to time make further transfer* loihie 
Asset ftx>L They may also transfer assets from the Asset Pool to a Participating Fund, up to the amount of the participation of die Participating Fund concerned. Asset* other than cash may be allocated 
to an Asset Pool only where they are appropriate to the investment scare of the Asset Pool concerned. 

2. The assets of the Asset Pool to which each Participating fond shall be entitled, dial! be determined by reference to the allocations sod withdrawals of assets by such Parodpaling Funds and the allocations 
and widKbmrals made an behalf of the other Participating Funds. 

3. Dividends, interests and other distributions of an income nature received m respect of the assets in an Asset Pool will be immediately credited to the Participating Funds, in proportion to their respective 
entitlements to the assets in the Asset Pool at the time of receipt." 

MISCELLANEOUS 

Shareholders are advised that no quensn of tbe shares outstanding of the Corporation present or represented is required in order to constitute a valid meeting and the resolutions nusi be carried by a majority 
of two-thirds of the shares present or represented at the meeting. 

Subject to the formations imposed by the Board of Direaot* with regard to the ownership of shares by US peraoas and die limitations imposed by the Articles of Incorporation of the Corporation relating 
to ownership of shares which constitute in the aggregate more than 3 % of the outstanding shares in the Corporation, each shore is entitled to one vote. A shareholder may uaend and vote at the meeting 
or may appoint a proxy to attend and vote. Such proxy need not be a shareholder. 

Holden of Regrarered Shares may vote by proxy by returning to the registered office of the Fund the form of registered shareholder proxy sera to them. 

In order to lake part or this Extraordinary General Meeting, owners of bearer shares should ccouna the Corporation or deposit their shares Eve clear days before the meeting with one of the following uuiuiikm-i. | 


r~ :> 
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COMMENTS 


The low gold price, a decrease m recovered grade at die 
Pree State operations and metallurgical plain proWetns 
U the Rand operations caused an operating toss for 

dm quarter to September, ftsinve features of the review 
period included an agreement with employee brafieK that 
finks wage increa se s to additional working days, uttd the 
f« that working costs were contained in spite of the 
Hn piemen tation of these wage increases from July. 

Harmony’* service agreement with Raadgoid expired on 

30 s- ftefflhrr 1997, and it is now an independent gold 
mining company. 

Tire comparative figures for the June qusnrr have been 
restated to refleri the results of the East Rand 
operations. Grootvlri and Cons Moddcr, which are now 
Wholly owned subsidiaries. 


in Luxembourg 

fidelity h veo n a os Lnumboarg S. A 

Kansailis House 

Place de ITtoile. B P. 2174 

L-1021 LUXEMBOURG 

in the United Kingdom 

fidelity Investment International 

Oakhill House 

130 Tonbridge Road 

Hildcabrraigh 

KENTTN II9DZ 

in Ireland 

Bradwell Limited 

41-45 5l Stephen's Green 

DUBLIN 2 


Bankers Thin Luxembourg S.A. 
M. bd. F.D. Roosevelt 
L-2450 LUXEMBOURG 

in Norwav 
Oslo finans As 
P.O.Box 1543 Vika 
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in Sweden 

Svenska Haodetabanken 
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To be valid, proxies must reach the registered office of the Corporation on die 3rd November 1997 at 12.00 ( Luxembourg time) 31 the bttSL 

Dated: 16th July 1997 
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BUSINESS AND THE LAW 


Rights of EU 
doctors asserted 


A European 
/l\ 9 A Union member 
Zji state must recog- 
nise the rights of 
doctors estab- 
lished in its terri- 

EUROPfiAN tory before Jann. 

COURT 917 1 1995 10 

— — practise general 

medicine under its social secu- 
rity scheme; even if those doc- 
tors have no specific training in 
general medicine, the European 
Court of Justice ruled last week. 

Following the publication of a 
vacancy notice, 11 Italian doc- 
tors applied to be Included on a 
list of persons seeking posts as 
general medical practitioners 
under contract to the Palermo 
Local Health Unit. 

In spite of their inclusion an 
the list, the doctors petitioned 
the Italian Ministry of Health 
on the grounds that other doc- 
tors, wbo did not have di plomas 
in general medical practice, had 
also been included. 

The ministry sought the 
Council of State’s opinion. The 
Council referred two questions 
to the European Court 

A preliminary issue arose as 
to whether the Council of State 
was a “court or tribunal’’ com- 
petent to request the assistance 
of the court for a petition of this 
kind. 

The ECJ said that it was, 
emphasising the permanent 
impartial, adversarial and inde- 
pendent nature of the body, and 
the fact that its reasoned opin- 
ion was an integral part in the 
resolution of the dispute. 

On the substantive issue, the 
court found that as of January 1 
1996, a 1993 European directive 
made the exercise of general 
medical practice conditional 
on the possession of 
formal evidence of qualifi- 
cation. 

This cut-off date was subject 
to rights acquired in other mem- 
ber states. Doctors practising 
general medicine under social 
security schemes who were 
established in practice before 
January 1 1995 had an acquired 
right to practise as GPs under 
the national social security 
scheme of another member 
state even if they had not 
completed specific training 
in general medical pract- 
ice. 

Italian law implementing 
these provisions recognised the 


right of all doctors authorised to 
practise before January 1 1995 
to be general practitioners in 
the national health service The 
petitioners challenged this on 
the grounds that It was too 
broad in scope. 

The Council of State asked 
the court first whether the 
directive required that, in order 
to practise under the social 
security scheme of a member 
state without a general medical 
practitioners diploma, a doctor ! 
had to have entered into a ser- 
vice relationship with that 
state’s national health service 
before January 1 1995. 

Second, if this was correct, it 
asked whether member states 
could extend the right to prac- 
tise to those doctors who had 
not established such a relation- 
ship before that date. 

The court noted that the 
directive granted member states 
a discretion in determtofaig the 
right to practise acquired by 
general medical practitioners in 
other member states. 

That was subject to one mini- 
mum right Each member state 
had to recognise the acquired 
rights of those doctors that did 
not hold a general practitioner’s 
diploma, but who, before Janu- 
ary 1 1995, were recognised in 
that member state as having 
formal qualification issued to 
them in another member state 
and who, before that date, had 
obtained the right to practise as 
GPs under the national social 
security scheme. 

The court said that in order 
for the acquired right to be 
recognised, it was not necessary 
that the doctor should have 
entered into a service 
relationship by December 31 
1994. 

It was sufficient that the doc- 
tor had acquired a right, albeit 
theoretical, to engage in general 
practice under the national 
social security scheme by that 
date. 

Apart from that minimum 
requirement, member states 
could extend the acquired rights 
to other situations as they saw 
fit 

069196 and 079/96. Garfola 
and others v Mmistero della 
Sanitd, ECJ 5CB, October 16 
1997. 


BRICK COURT CHAMBERS, 
BRUSSELS 


I n the popular Imagination, 
California is the land of sun, 
sea, surf - and lawyers. 
Walk down an average 
street and every 200tb person you 
meet will be a member of the 
state Bar. About two-thirds of 
them are in private practice. 

“It's the most heavily lawyered 
place on earth.** moans a US east 
coast lawyer based in California. 
"There are simply too many law- 
yers.” 

But in spite of this chronic 
crversupply optimism is stirring 
again among California’s law 
fizms. Practices in all the main 
centres - San Francisco, Los 
Angeles and San Diego - are 
grpanding for the first time this 
decade. 

According to lawyers, the legal 
industry now emerging from Cal- 
ifornia's long and painful reces- 
sion is wiser and more realistic 
than the one that went into it. 
They hope growth will prove to 
be broadly based and sustainable 
- attributes sadly lacking when 
the 1980s bubble burnt, throwing 
fhmicanitg of Californian lawyers 
out of work. 

Tim Brmnsma, a partner with 
the Los Angeles office of Hous- 
ton’s Fulbrigbt Se Jawarski, says: 
*Tzi the past five years, a lot of 
the big firms have cut back sub- 
stantially. The early 1990s were 
pretty bleak, and we are not used 
to that in California, so it frit 
even more dramatic than it was.” 

Many Californian lawyers now 
see the economic and legal shake- 
out as positive, even as neces- 
sary. Tom Stromberg, a partner 
In the LA office of San Francis- 
co’s Heller Ehrman White & 
McAuliffe, says the downturn in 
aerospace and real estate work in 
LA as the predominant sources of 
business for law firms will be to 
their benefit in the longer term. 

When the aerospace industry 
collapsed, many people thought 
the engineers would leave Calif- 
ornia. But they stayed, either to 
set up on their own or to help 
other people build up businesses. 

"Having that base of engineer- 
ing expertise is a great boon both 
to the economy, and to the law 
firms servicing it,” he says. 

Cahfonua’s economic renewal 
along more entrepreneurial iin» 
is b eginning to bear fruit. Confi- 
dence and Jobs were slow to 
return, but California’s unem- 
ployment rate has fallen to its 
lowest level in seven years. 

New or revived industries - 
bio-technology in San Diego, light 
manufacturing and entertain- 
ment in LA. an internet-related 
boom in Silicon Valley - have 
replaced the monolithic but fad- 
ing defence and aerospace indus- 
tries as engines of growth. 

In June, the annual economic . 
study from University of Calif- 


Sun, surf 


and lawyers 


California’s halcyon days have 
resumed, says Richard Marsland 


ITS A FRX PROM 3UR 
Lawyers/ 






anda Los Angeles (UCLA) was 
bullish, forecasting that Calif - 
amia would create a further 1.2m 
Jobs during the next three years. 

The most obvious impact of the 
recession was to force retrench- 
ment on California’s law firms. 
But it also helped thgm by blunt- 
ing the challenge from the east 
coast. Many New York-based 
practices that had set up west 
coast offices found their commit- 
ment severely tested - and sev- 
eral withdrew. 

The impact of the east coast 
giants In California remains sur- 
prisingly slight Local lawyers in 
LA say that of the big-name east 
coast firms, only Skadden Arps 
"appears on the radar screen”. 

In the San Erandsco Bay Area, 
Shearman & Sterling has made 
most waves, with mergers and 
acquisitions work for clients such 
as Silicon Graphics and Apple 
Computer. 

The cuts of recent years have 
left notable gaps in some leading 
firms* coverage. Debevoise & 
Plimpton has-no California pres- 
ence since pulling out of. LA last 
year, and Baker & McKenzie has 


no LA office, although it has 
offices in San Francisco and San 
Diego. 

West coast lawyers claim the 
problem for many east coast 
firms is that their west coast 
offices do not become fully 
engaged in the local market. 


O ne preconception 
behind the rush to set 
up Californian offices 
in the late 1980s was 
that- it would be a good jump- 
ing-off point for work in the 
emerging Asian markets. 

Several west coast firms have 
substantial Asian practices, nota- 
bly, LA’s Graham & James. 
O’Melveny & Myers, Gibson 
Dunn & Crutcher, Paul Hastings 
Janofeky & Walks: and Latham 
& Watkins, with San Francisco's 
Morrison & Foerster. PiUsbury 
Madison & Sutro, McCutchen 
Doyle Brown & Enersen. Heller 
Ehrman White & McAuliffe, Bro- 
beck Phleger & Harrison and 
Orrick Herrington & Sutcliffe. 

In San Diego, firms such as 
Luce Forward Hamilton. & 
Scripps, Gray Cary Ware & Frei- 


dmirich and Ixtrenz JUhad^ffCan- 

non & Rose are also active m 
Asia- “LA acts as a window an to 
Tartan, and San Francisco as a 
S* m to China and 
Kong,” says a senior lawyer m 

San Francisco. 

But opinion is divided-on 
whether being on the west roast 
brings any benefit over New 
York as a base for Asian work, 
given advances in telecommuni- 
cations and the increasing impor- 
tance of an actual presen ce in 
Asia. The San Francisco lawyer 
adds: "While it is a benefit to 
have a San Francisco basefor 

Asian work, it is 
tant to have a New York office 
because it is seen as a credibility 
requirement by many companies 
in Hong Kong and China. 

Lawyers in the San Francisco. 
Bay Area are most upbeat Sili- 
con Valley is booming, in terms 
of corporate work and real estate 
values. A San Francisco lawyer 
says: “Silicon Valley has had a 
ripple effect over the whole 
region.” 

Firms such as Wilson Sansim 
Goodrich & Rosafi and Brobeck 
Phlegm- & Harrison have risen to 
the top of the US rankings of 
advisers on equity issues on the 
strength of their Silicon Valley 
practices, and have kept the ir efi- 
ents ev en after graduating from 
start-up to bag corporati on. 

East coast firms bad wrongly 
assumed that after the initial 
public offering, technology com- 
panies would use the established 
New York firms for their next 
stage of development and general 
corporate work. 

San Francisco’s position as a 
legal centre has been strength- 
ened by recent consolidation in 
banking services that has left 
two San Francascobased banks. 
Wells Fargo and Bank of Amer~ 
ica, dominating California’s 
banking industry. 

Paul Glad, senior partner of 
Sonnenschein Nath & Rosen- 
thal’s S«n Francisco office, says: 
“At the time we opened here in 
November 1987, there was a view 
that California was going to be 
increasingly dominated by LA, 
and that San Francisco and the 
Bay Area were fading away. The 
great irony is that it is LA that 
has faded - and with the unprec- 
edented growth of Silicon Valley 
and the shift of the hanking cen- 
tre from LA to San Francisco, it 
is San Francisco which is now 
predominant.” 

But some LA lawyers are 
already pointing to San Francis- 
co’s real estate boom as an 
unsustainable bubble. 

For lawyers across California, 
perhaps the best news Is that 
smugness is back, a luxury pre- 
cious few have. .been, able to 
indulge in recently. 
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Access to cGJ 
judgments oh 
the internet 


J ndgmaitfiofflieEimvean ■ 

Courfof Justice and the 

Ctourt of First instance are . 

now available on tins .. n 
internet 'Die BCJ has ha rfjts . 
own internet page cm the Europe 
site since October 199 6. ^ 

c pp+fliwing general information 
about the court, press releases 


Mug 


the weekly bulletin covering 
the proceedings of the two : 
courts. : ■ ' m n 

A weekly diary of forthcoming 
cases and the full text of all 
judgments delivered by the ECJ 
in II are sow 

available from the date of 
delivery and mil r em a in 
accessible ou the court’s internet 
site for 12 months. Several ?• ■ 

search criteria can be used: date 

of Judgment; names of parties; 
case number; Area of law; or key 

words. 

The internet address is http ;// 
europa.eiLintfcjtindex.htm 
It will also be possible to access 
the Court's page more directly . 
via icwto.curia.eu.int r '• 


Rival hiring 

L os Angeles-based US 
international law firm 
Tjrfhsmi & Watkins has 
strengthened its corporate ; - 
practice in London by hiring 
Bernard Nelson from US rival 
White & Case. :• 


New merger 

P aris-based intanational- 
law firm Salans Hertzfeld 
& Heilbronn is to mage on 
January 1 1998 with London firm 
Harris Rosenblatt & Kramer. 

The merger offera synergies Jn 
banking and finance. 

The new firm, Salans Hertzfeld 
A HeiZbronnHSE, wfll have 
more than 200 lawyers and 
offices in London, Paris, 

Moscow, St Petersburg, .r 
.Warsaw, Kiev, -Almaty and New. 
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Suez Lyonnaise des Eaux 
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Net 

operating income 
(group share) 

neariv FRF 2 billion 


compared with one-haif cf the 
proforma foil-year 1996 figure 


Today, the Suez Lyonnaise des Eaux group is operational: 

• ft is focused on Hs core businesses, 

• It is ahead of schedule In meeting objectives for international growth, 
strategic refocusing and income performance, 

• It expects to exceed Its forecast for full-year 1997 net operating Income 
of FRF 3.5 faflfion. 

This supports the strategic vision defined since Compagnle de Suez and 
Lyonnaise des Eaux merged In June 1997: to become the world’s leading 
provider of private infrastructure services. 


Unaucfited Financial Results (Provisional) for the 
Six Months ended September 30, 1997 


According 
Year ended 
31 .03.37 


Six Months Six Months Six Months 
ended ended ended 

30.08.96 304947 30.09.97 

(Ra.inmBoos) (Re. in mflBona) (US $ m iriHons) 


Six Months 
ended 
304947 


(Fts. in mfitons) 


Consolidated 

revenues 

FRF 91.1 billion 


• sustained Growth in the Four Core Businesses 

Consolidated revenues for the first six months of 1997 totaled FRF 91 J. billion, up 896 on 
the pro forma figure for the same period in 1996. The core businesses, which accounted 
for 58% of revenues, all enjoyed growth: 

• Energy (up 6%) • Waste Management (up 11%) 

• Water (up 5%) • Communications (up 16.4%). 


Net Sales (including excise duty) 
and income from operations 
Other income (Net) 

Total sales and other income 

Total expenditure 

Interest 

Gross profit after interest but 
before depreciation & taxation 
Depredation 
Profit before tax 


32,441.2 
2,099.8 
34J541.0 
26,5 1&5 
73.1 


16,029.2 

1,095.6 

17,124* 

13,079-3 

38.6 


1,1710 

113074 

1Z55&8 


32459 

450.743 



Provision for taxation 


Interim earnings 
per share 

FRF 17.00 

compared with 
FRF 16.00 
for full-year 1996 


Business continued to expand outside France and Belgium, with international revenues 
amounting to FRF 24.2 billion, or 27% of the total. Socifite G£n§rale de Belgique 
contributed FRF 695 million to net operating income (group share), up sharply from 1996. 


70 million 

customers 
in water services 
and 

25.000 mw 

of installed capacity 
worldwide 


• strong Financial, performance 

Earnings before interest, tax, depredation and amortization (EBI7DA) totaled FRF 19.6 
billion, or 25% of revenues. This reflects the high, recurrent operating margins of the core 
businesses, which contributed more than twothfrds of EBITDA. 

Net operating income (group share) totaled nearly FRF 2 billion, a 15% increase compared 
with onehalf of the proforma foil-year 1996 figure. Energy accounted for 19% of the total, 
Water for 44%, and Waste Management for 7%. The Improvement in the contribution to 
net operating income (group share) was especially noticeable at these businesses, which 
are enjoying very strong expansion in the globd marketplace. 

Among the other businesses, the good performance of retail financial services was 
combined with a recovery in the contribution from the construction business. 

Strategic refocusing led to the recognition in the first half of major capital gains, which 
offset provisions to yield net exceptional income of FRF 152 million for the period. Interim 
net income (group share) amounted to FRF 21 billion. 

The FRF 4.7 billion in goodwill arising from the merger was allocated to shareholders' 
equity, which as a result amounted to FRF 47.9 billion at June 30. The ratio of net debt 
to equity was 48%, testifying to the soundness of the consolidated balance sheet Cash 
flow totaled FRF 10.9 billion, and covered both capital expenditure (FRF 7.9 billion) and 
financial investments PF 3.0 billion) for the period. 


Not profit 

Profit after prior period adjustrr>errts 
Earnings per share-annualised (Rs) / (US $) 
Paid up equity share capital 
Reserves (excluding revaluation 
reserves as per balance sheet of 
previous accounting year) 


7,948* 

1.178.7 

6.770.7 
2,365.0 

4.405.7 
4,399.6 


4,006.9 


3.448.9 
1,190.0 

2.258.9 
2,247.4 

56 A7 
795.9 
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2J0S3A 

2fi82JJ 

52.32 


16JJ11.1 


NOTES: 1 . The abova rasiA hare been late? art record en a nieefr^ of Bead erf DiractorehsW on 20th October 1S97 

Z The loa 6^ and three wheeler pnxJuteon and sates (kring he ^ axnwntivs were 6Z24Kaxl 625,1 40 fesoGcfcmJw 


3, The stock of vetideaon 30th Septemte, 1997, was 28,479 as against 45,186 on3«h September me. 


mxths ended 30tft September, 1996. 

ttRa.m 3 JmB«»At 2 ittO*tw, 1997 . sank renwsd 

a Tte conversion rate fer currency has been ttan as US tl =Rs. 36.18. 




BY ORDER OF THE BOARD OF DIRECTORS 
FOR BAJAJ AUTO LntiTED’ 


MUMBAI 

DATE : October 20, 1997 


RAHULBAJAJ 
CHAIRMAN & MANa raws 


investor 
Relations 

1, rue d'Aslorg - 75008 Paris 
Internet : 

www.suez-l von naise-eaux.com 


• OUTLOOK 

Based on the Interim results and the sustained growth abroad In its core 
businesses, Suez Lyonnaise des Eaux expects to exceed the FRF 3.5 bfUfon It 
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Dai|ating problems 
renjairi but there are signs 
tfiejeskons of transition 
have been learned, says 

Anthoiy Robinson 

Recovery is 
underpinned 
by realism 
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For millions of flilgarians 
this traumatic rear has 
marked a painful foming to 
terms with the jtahties of 
the poet-commvujst world 
and an end to fllqions- 

The greatest fijsion was 
the idea that thins could go 
on more or less the same 
after the disintaration of 
the Soviet empi* and the' 

pni^orrfarutfng - ConBCon war . 

ket within whicj Bulgaria 
lost its soveregnty but 
achieved modesf post-war 
prosperity and l distorted 
form of industriajsation. 

As the couxry most 
closely integrate into the 
Soviet empire, ae cat off 
from cheap Sojet energy 
and raw materia and easy 
markets after ijO required 
Bulgaria to undrtake dras- 
tic restructuring 

Instead it gotie opposite. 
Bulgarians wermot psycho- 
logically prepaid for the 
seismic shift id world poli- 
tics. For seve] years the 
economy waste away as 
shallow reformiwere carried 
oat in an opaqu atmosphere 
of political, ejmomic and 
moral ambigui . 

External e ants made 
things worse, rhe UN-im- 
posed trade embargo on 


Serbia provic 
ings from si 
reinforced cr 
The cost of ft) 
emerged in tJ 


feats made 
The UN-im- 
mbargo on 
i rich pick- 
rggling and 
linal gangs, 
wasted years 
second half- 
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Leading the country's new mood: 


Petar Stoyanov (right), the anti 


communist, pro-reform president, and 


Ivan Kostov, lawyer, former finance 


minister, and pro-market prime minister 
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of last year. Privatisation 
accompanied by asset-strip- 
ping on a massive scale, land 
reform returning much of 
the country to subsistence 
far ming , and loose banking 
supervision allowing savings 
to be channelled into tbe 
pockets of shady financial-in- 
dustrial “groups” sapped the 
economy's substance. 

Nemesis arrived through a 
banking crisis combined 
with a run on the lev in 
summer 1996, forcing the clo- 
sure of 14 banks and spark- 
ing hyper- inflat ion. The cur- 
rency collapsed from LvTO to 
the dollar at the start of 1996 
to Lv3,000 at the turn of the 
year against a background of 
plummeting incomes, rising 
unemployment and a fall in 
GDP of 9.8 per cent over the 
first half of thfe year. 

Tbe future looked bleak 
until the turn of the year 
when the people of Sofia 
shook oft the mood of panic 
and resignation and started 
to demonstrate in growing 
numbers outside parliament 
and the gold-domed Alexan- 
der Nevski cathedral. 

Inspired by the months- 
long candle-lit street protests 
against the electoral chica- 
nery of President Slobodan 
Milosevic in neighboaring 
Serbia, demonstrators 
started whistling and jump- 
ing up and down as they 
-called on their compatriots 


• LogaJ system; Based tan the 
constitution of Jtiy 1691 

■ Nat io n al I n g Wotur s . Untaarwrai 
National Assembly of 240 mnntm. 
elected by proportional representation. 
The United OmocreUc Forced, led by 
tin Union of Demo c ratic Forces, a the 
targen electoral coaMon h the 
assembly- w*h 137 deputies; tbe 
Democratic Left, led by the Bulgarian 
Socialist Party, ranks second wttfi 58 
Beats; tin Affiance for Notional 
Safwatfon, led by the Movement for 
Rights and Freedoms, has 19 seats: the 
Eisoteft has 14 seats end the Bulgarian 
Business Bloc 12 

• Sectoral system Universal deect 
sutfcage from the age of 18 

• National elections: 

October/November 1996 (presidential) 
and April 19 1997 {p artt anw n t a ryt; 
next elections due by April 2001 
(perflamentary) and October 2001 
(pre al dantiafl 

• Head of state: Peter Stoyanov. 
elected president In November 1996 

• National government: A Untied 
Democratic Forces (UtDF) coaMon, 
comprises the Union of Democra ti c 
Forces (U0F). the Butgraicn Agrarian 

! National Union (BANU). the Democratic 
Party (Df^ end the ethnic Turidsh 
> Initiative Committee lor Renewal GCH) 
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to “sweep away tbe red 
trash” - fhpfr contemptuous 
name for the secretive, 
incompetent government of 
former-communists turned 
socialists led by tbe Indeci- 
sive Than Video ov who won 
the 1994 elections with an 
nndeliverable promise of 
painless reform. 

The country's new mood 
led first to the election of 
Petar Stoyanov as an anti- 


communist. pro-reform presi- 
dent in November and was 
re-confirmed at general elec- 
tions in April when the anti- 
communist Union of Demo- 
cratic Forces (UDF1 coalition 
led by Ivan Kostov and Alex- 
ander Bozhkov swept back 
to power after five years in 
opposition. 

Fears that the UDF, which 
emerged from the commu- 
nist dictatorship in 1990 as a 


bunch of inexperienced, 
squabbling intellectuals, 
would revert to type when 
faced with the strains and 
temptations of power have 
been stilled by the perfor- 
mance of the new govern- 
ment in the first six months. 

Working closely with 
international financial insti- 
tutions, the government 
introduced a currency board 
financial system on July 1. 


This was the fruit of a wide 
national consensus on the 
issue. It ranged from the 
UDF-backed president to a 
socialist party trying to 
transform itself into a Euro- 
pean-style social democratic 
party and pledging construc- 
tive opposition to other gov- 
ernment policies in parlia- 
ment. 

The currency board, 
backed by mare than Slbn 
from tbe international 
finance institutions automat- 
ically links the domestic 
money supply to the level of 
foreign currency reserves at 
a fixed exchange rate of 1.000 
lev to the D-mark. 

The system, which oper- 
ates in countries as diverse 
as Hong Kong and Estonia, 
effectively prevents the gov- 
ernment from indulging in 
deficit financing or to bail 
out banks, except in extremis 
to head off a risk of systemic 
collapse. Above all it pro- 
vides a fixed currency on 
which to build a stable 
macro-economic base. This 
will allow it to push ahead 
with a fast-track cash priva- 
tisation programme and 
reform of banks, enterprises 
and institutions which is the 
government’s top priority. 

Tbe result so far has been 
a spectacular U-turn from 
last year’s impending debt 
default to Te-monetarisation 
of tbe economy and renewed 
economic growth. Hyper- 
inflation has been elimi- 
nated. After a blip in August 
when the monthly inflation 
rate jumped to 5.5 per cent, 
prices rose only 2.2 per cent 
in September and are proj- 
ected to fall further. Hard 
currency reserves, and hence 
the domestic money supply, 
have risen sharply thanks to 


a combination of IMF, World 
Bank and EU loans. Higher 
th an forecast privatisation 
receipts and a 9350m trade 
surplus over the first seven 
months also contributed. 

The trade surplus reflects 
both the start of a strength- 
ening export-led recovery 
and tbe depressed level of 
imports. The latter is the 
result of the weakness of 
domestic demand after the 
collapse in incomes last year 
and the erosion of savings 
caused by hyper-inflation. 

Bulgaria still has daunting 
problems. About 2J>m out of 
the 8.4m population are pen- 
sioners. The World Bank 
says nearly 80 per cent live 
under the poverty line. For- 
eign debt is about $10bn. 
Much of its industry is obso- 
lete and the infrastructure is 
worn out. 

But, for the first time 
since 1990, Bulgaria has a 
government looking seri- 
ously at tbe lessons to be 
drawn from transition expe- 
rience elsewhere and listen- 
ing to foreign investors. Its 
conclusion is that speed is 
crucial and Hungarian style 
cash-privatisation is the fast- 
est and most successful 
route to enterprise transfor- 
mation because of the access 
it will provide to better man- 
agement, product renewal 
and global markets. A new 
stock market is scheduled to 
start operations on October 
21. Liquid banks with clean 
balance sheets are looking 
for foreign partners and 
domestic customers. 

Meanwhile, local business, 
after its baptism of fire, has 
learnt sobering lessons. “The 
days of flash cars and end- 
less chats on the mobile 
phone are over. We’ve learnt 


the hard way that time is 
money and business is 
risky,” says a restaurant 
owner who only saved bis 
construction business by 
selling land and cutting back 
to tbe core. 

The new air of sober real- 
ism is accompanied by rising 
national self-confidence and 
an unambiguously pro-Nato 
and pro-EU stance. Both the 
president and Mr Kostov, the 
prime minister, insist that 
the desire for European inte- 
gration is not a bar to good 
relations with a feflow-Slav 
Russia, which 120 years ago 
helped liberate Bulgarians 
from the Ottoman yoke. 

On the contrary, they 
argue that Bulgaria needs 
the security of the Euro-At- 
lantic defence community 
and the EU to deal with Rus- 
sia on a state-to-state or 
straight commercial basis 
without the hang-ups of tbe 
past when Moscow r e garded 
Bulgaria as “Russia's little 
brother". This new confi- 
dence was underlined this 
month by a gas supply 
agreement assuring supplies 
for the next 10-15 years. It 
was linked to parallel talks 
on a new pipeline to trans- 
port I6bn cubic metres of 
gas annually to Turkey. 

By the time the proposed 
pipeline enters operation 
early in the next century, a 
prosperous Bulgaria hopes 
to be part of a bustling Black 
Sea region. It is through Bul- 
garia that oil and gas will 
flow west from a Caspian 
region whose growing 
investment needs and rising 
wealth should transform tbe 
prospects of what until now 
has been an undervalued 
country on the neglected 
periphery of Europe. 
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ECONOMY * by Anthony Robinson 


Confidence 
creeps back 


ENERGY • by Anthony Robinson 


The installation of 
a currency board 
regime was a 
turning point in 
lire recovery 

Bulgaria has staged a 
Lazarus-like recovery from 
what looked like impending 
economic death only nine 
months ago. The new year 
dawned with the the cur- 
rency in free-fall, the bank- 
ing system paralysed and 
fearful citizens stuffing 
what remained of their for- 
eign currency savings into 
jamjars. 

Confidence began to 
return with the replacement 
of the the deeply discredited 
socialist government. Bnt 
the event economic histori- 
ans are likely to record as 
the turning point occnred on 
July l with the installation 
of a currency board regime 
backed by more Hum $ibn 
from the international 
financial institutions. 

Martin Zaimov, the young 
deputy governor of the Bul- 
garian National Bank in 
charge of running the board 
argues that the real change 
is one of attitudes. “No-one 
expects the state to take 
care of them any more and 
people know that we have to 
become more efficient to 
survive,” he says. 

Bnt the introduction of 
the board with backing from 
the IMF and the World Bank 
has played an important 
role by stabilising the cur- 
rency and per mittin g the re- 
monetisation or an economy 
that had largely reverted to 
barter and black market 
trading. 

“Current and deposit 
accounts in the banking sys- 
tem have doubled to 
LvSOObn since July and for- 
eign currency deposits have 
risen to $1.4bn from 
Slilm,” Mr Zaimov says. 

He dismisses criticism 
that the fixed exchange rate 
of Lvl.000 to one German 
mark overvalues the cur- 
rency. He also argues that 
selecting the D-mark rather 
than the dollar as the 
anchor currency makes 
sense in view of the volume 
of trade with the European 
Union and the intention to 
switch to the Euro once 
European monetary union 


becomes a reality. 

“Banks are now dean and 
liquid and looking for di- 
aits to load to,* says a for- 
eign banker. “Some compa- 
nies are nmtjng money, 
exporters are doing well. 
The country racked up a 
1360m trade surplus over 
the first seven months.” 

The recovery is export-led, 
although retail sales were 
up 6 per cent in July when 
industrial production was 
also up for the first time in 
17 months. There are other 

signs of recovery which 

Murayev Radev, the finance 
minister, believes could be 
quicker and more robust 
than once thought possible. 
He expects strong expart-led 
growth in the fourth quarter 
accompanied by a strength- 
ening rtf public finances. 

“The budget deficit is now 
likely to be less than 4 per 
emit of GDP rather than the 
forecast 6.2 per cent per 
cent," he says. Lower inter- 
est rates on a national debt 
sharply reduced by hyper- 
inflation have cut debt fin- 
ancing costs although social 
security spending has been 
raised to ease the plight of 
the unemployed, specially 
those affected by the closure 
of bankrupt state companies 
and re s tru ct ur i ng. 

The public finances have 
also been boosted by higher 
than expected tax receipts, 
the first fruit of tighter con- 
trol over the once notori- 
ously corrupt bprder cross- 
ing posts and the 
government's professed 
determination to stamp out 
corruption and raise the effi- 
ciency of the state. 

Privatisation receipts are 
also much higher than 
expected at more than 
$500m by the end of Septem- 
ber. according to US invest- 
ment bank JP Morgan. This 
compares to earlier govern- 
ment estimates of $3S0m for 
the year as a whole. Planned 
privatisations, including the 
sale of BTC, the telecoms 
company, should boost 
receipts again next year 
when JP Morgan believes 
foreign reserves, and hence 
the domestic monetary base, 
could rise to about $3 bn 
from an expected Jl-Stm by 
the end of 1997. A 9200m 
inaugural eurobond is in the 
works. 

Such an expansion of the 
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monetary supply would 
boost bank deposits and 
facilitate domestic invest- 
ment by bringing down 
interest rates. 

Here, the greatest risks 
would be a resurgence of 
inflation or - triggered by a 
political or external sys- 
temic shock - a currency 
outflow and the sort of cri- 
sis that has undermined sta- 
bilisation efforts in the past 

This would leave the econ- 
omy vulnerable to another 
rapid contraction - bad 
news for a population whose 
incomes, especially those of 
2.5m pensioners, have 
already been cot to survival 
level as the result of last 
year's hyper-inflation and 
rising unemployment, 
including a 10 per cent cut 
in civil service staffing. 

Given the high level of 
foreign indebtedness, the 
World Bank notes that the 
heavy infrastructure invest- 
ment required to modernise 
infrastructure developments 
must .come largely from pri- 
vate equity investment on 
the Hungarian model. 

Breaking up domestic 
monopolies also requires 
foreign investment. Privatis- 
ing Neftochim, the monop- 
oly refiner, for example, 
could be accompanied by 
encouraging competitors 
into the refining and energy 
transport market- This is an 
area with big growth poten- 
tial as the Black Sea area 
develops into a Caspian oil 
and gas transit and process- 
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ing centre. 

Meanwhile, the short-term 
p rior i ty is to get the credit 
and banking system work- 
ing a ffin i n “The w»airi prob- 
lem for Bulgarian enter- 
prises Is a shortage of 
working capital. The gov- 
ernment knows this and is 
poshing privatisation as a 
way oat of the dead-end.” 
say analysts at Raiffeisen 
hanlr in Sofia. 

Foreign bankers also note 
rising foreign investor inter- 
est in sectors such as ceram- 
ics, tourism, electronics, oil, 
power gene ra tion and engi- 
neering and agriculture, 
where there is huge poten- 
tial particularly for the 
younger sons of European 
farmers who face being 
squeezed by reform of the 
EU Common Agricultural 
Policy and can buy or lease 
good farming land here”, 
say analysts at ING bank. 


A deal for gas 
from Russia 
departs from 
earlier state-level 
agreements 

Bulgaria's rising strategic 
importance as a key energy 
transit route in the Black 
sea region has been under- 
lined, paradoxically, by a 
recent domestic gas supply 
agreement The deal, which, 
guaranteed Russian gas sup- 
plies to Bulgaria, cleared the 
way far a much bigger deal 
— the construction of a new 
5500m transit gas pip eline 
between Russia and western 
Turkey before the end of the 
century. 

The deal between the Gaz- 
expart arm of Gazprom, the 
Russian monopoly, and 
Bulgargas, the Bulgarian 
state-owned gas company, 
secured deliveries of the 
6.5bn cubic metres of gas 
which Bulgaria consumes 
wnnnaiiy - in addition to its 
locally produced coal and 
nuclear power from the 
Kozlodui complex on the 
river Danube, 

Details are still being 
worked out But the outline 
agreement Is considered of 
enormous political as well as 
economic significance by 
Ivan Rostov, the prime min- 
ister, and other senior minis- 
ters. For the outline deal 
hammered out in Moscow 
earlier this month marks a 
departure from the state-to- 
state nature of previous 
deals and sets a marker for 
future energy-linked negotia- 
tions an a commercial basis 
with Russian companies 
rather than the Russian gov- 
ernment 

The deal also leaves a 
question hang in g over the 
future of Topenergy, the 
energy company set up three 
years ago as a joint venture 
between Gazprom and Bul- 
gargas. Gazprom subse- 
quently changed the ground 
rules by gaining an effective 
majority stake through its 
links with Bulgarian subsid- 
iaries of Multigroup, the 
financial holding company 
controlled by Dya Pavlov. 

Multigroup controlled 
companies, such as the pipe- 
line construction company 
Overgas, in which Gazprom 
has a stake, diluted the origi- 
nal 50 per cent stake held by 
Bulgargas by taking minor- 
ity stakes In Topenergy 
when the state gas company 
was unable to fund its share 


of a capital increase. This 
gave effective control over 
Topenergy to Russian inter- 
ests, a development which 
met a characteristically 
ambivalent response from 

the socialist government 

The new UDF government 
by contrast, made dear its 
determination to retain ulti- 
mate control over gas negoti- 
ations and over pipelines an 
Bulgarian territory- It 
insisted that any deal should 
be done directly between 
Gazprom and Bulgargas, cut- 
ting out Topenergy- 

The government also 
wanted a $30m contract to 
eliminate a 10km bottleneck 
on the existing 264km transit 
pipeline to Turkey to go to 
Bulgarian construction com- 
panies. This will bring the 
10km stretch close to the 
Turkish border up to the 
same 1.22 metre diameter 
pipe size as the rest of the 
line and will raise capacity 
from 6bn to 9-5bn cu metres, 
says Ivan Shflyashki, chair - 


man of the state energy com- 
mittee. , 

The Bulgarian government 
nmiifl dear that the domestic 
gas deal would be seen as a 
test of Russia’s willingness 
to respect the national sover- 
eignty of a country many 
Russians have considered 

almost part of Russia since 
Tsar Alexander H helped lib- 
erate Bulgaria from Ottoman 
rule 120 years ago- 

Orucially, the prime mirus- 
ter insisted that negotia- 
tions over the future transit 
pipeline to Turkey, which 
Moscow strongly desires, 
should run in parallel, and 

be linked to, negotiations , to 

secure domestic gas supplies 
for the next 10-13 years. 

The proposed second tran- 
sit pipeline is expected to be 
laid alongside the existing 
j.,22 metre pipeline winch 
carries Russian gas to Istan- 
bul. The initial capacity of 
I6bn cu metres could be 
hfted to 25bn cu metres with 
I jTwitod extra investment in 


additional com] 
titans, the energy 
adds. 
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Mutual self-interest 


Putting Bulgaria’s 
relations with Russia, tm a 
hew basis of m u tual sdf-in- 
. teresi and respect is a key 
atm of g o vernment policy, 
says Ivan Rostov, the 
. pr j g ie minister. 

“We want equal terms 
and mutual benefit to be 
the basis of oar relation- 
ship with Russia, not only, 
on oil and gas questions, 
but in general. That is why 
. we insisted that negotia- 
tions on domestic gas sup- 
ply and the transit gas 
issue take place in parallel. 
The Russians finally 
agreed,*’ he says, speaking 
in his office in Sofia’s for- 
mer “Soviet of Ministers" 
btriading. 

“Our geographical posi- 
tion gives us a natural 
advantage that we cannot 
just give away. We need 
Hn«d«n gas and they need 
transit rights to supply the 
huge potential market in 
Turkey and the Balkans. 
That Is the basis for a 
tradeoff between the trice 
of gas supplied to Bulgaria 
and the terms of the . tran- 
sit tariff through our terri- 
tory,” he adds. 

Constr action of -big hew 
transit .pfpethies wifi also, 
enhance : Bulgaria’s cl aim 
far Ifeto and Iffy member- 
ship, he arghes. 


neighbours, Greece' atad. 
Turkey are customers for 
the Russian gas. They are 
also Nato members. Even- 
tnnfi y gas might flow as 
ter as Italy, another Nato 

member." 

Political and strategic 
considerations also condi- 
tion Mr Rostov’s opposi- ; 
t&on to Topenergy being 
included , in the energy 
deals being finalised. ] 
“Accepting a role for Tope- ; 
nergy would be tanta.- 
mount to accepting a mod- - , 
an version, of 'the former - 
Brezhnev doctrine which 
formalised the limited sov- 
ereignty of central Europie. 

“Instead of the Brezhnev] 
doctrine we would have, 
the ‘Vahtrev doctrine' ;; 
[Rem Vahirev is the presi- . 
dent of Gazprom who; bnflt - 
a controlling stake .hi Tope- > 
nergy]. Supplies would be 
conditional on Gazprom’s, 
interest. If a government.-* 
fell as a result af a cut-off; 
in gas. supplies the next 
government would hot be a 
Bulgarian government it ; 
would be a Gazprom guy- ! 
erkmemt. We could- not;, 
allow Topenergy. to 'eujbjir 
such - a ^combination of • 
immenSe power; ' without * 
responsibility,” be- : ‘ 

. with a shrng of Ms 

“Onr"-. dehj v'V; ? v-. 

' wv*-. : ^ 


tion centre newly 
installed ppeBnes already 
carry restively small 
amounts o Russian gfas into- 
Serbia. facedonie ana 
Greece. ' • 

Billions' of dollars are 
expected t>“be invested in oil 
and gas eploratkin, develop- 
ment in fle the oil and gas 
fields arand the Caspian 
sea and billions more In 
transportng the hew pro- 
duction t western markets. 

Already; Black Sea porte, 
such as Visa and Burgas in 
Bulgaria and -Constanta in 
Romania are* preparing to 
handle tb expected volumes 
of energy^lated'fovestznent 
goods in ranrit. Buzgas for 
example will be partially 
developedthrough a $150m 
loan fron Japan's Overseas 
Economi' Co-operation 
Fund. Mch oil and gas 

related etnpment is hkely 

to be fnied across the 
Black Seato ports in Geor- 
gia. Ukraoe and southern 
Russia one territorial prob- 
lems sursunding Caspian 
develop mats are resolved 
and inteaational energy 
companies^ive the go-ahead 
for heavy ivestment • 

In the mantime, increase 
ing congetion along the 
Bosporoosnd the explosive 
growth of population and. 
energy deiand- in Istanbul 
and the ot^r cities erf west- 
ern Turke underline the 
growing ecoomic attraction 
of Turkey a a market and 
the need ra alternative exit 
routes for the' projected 
future ail eparts from the 
Caspian regm. 

Several afernative routes 
to avoid tlx Bosporous are 
under disdssion. They 
include an d : pipeline from 
Burgas to Alcandroupolis, a 
Greek part i’the narthem 
Aegean sea iid a pipeline 
through Bulftrfa and Mac- 
edonia to Aflnia. But Rus- 
sian oH oenz^nies' are also 
studying -altmative -routes 
to the west, ichnHng an (rfl 
pipeline to thAdriatic coast 
of Croatia- 





PRIVATISATION • by Kerin Hope 


Last attempt to dispose of assets 


After seven years 
of stopping and 
starting, 
privatisation is 
back on track 

After seven years of 
on-again. off-agaln privatisa- 
tion policies, Bulgaria is 
making a last-ditch effort to 
find buyers for about 30 big 
enterprises that have 
remained firmly In the grip 
of the state. 

The aim is to the avoid 
delays, caused by Ineffi- 
ciency and corruption, that 
have plagued previous 
attempts at privatisation and 
discouraged investors. Com- 
panies f a ilin g to find buyers 
in the next 15 months will be 
liquidated, says Alexander 
Bozhkov, deputy prime min- 
ister and industry minister, 
who holds overall responsi- 
bility for privatisation. 

However, the timetable is 
less rigorous for selling con- 
trolling stakes in five state- 
owned banks and for dispos- 


ing of smaller companies in 
mining, manufacturing and 
food-processing. 

The diverse group of com- 
panies for sale under Mr 
Bozhkov’s test-track privati- 
sation programme include 
Soviet-era chemicals and 
pharmaceuticals manufac- 
turers, a dilapidated Black 
Sea tourist resort and Bal- 
kan Airlines, t he struggling 
state carrier. 

For foreign investors, the 
main attractions of the test- 
track programme will be the 
sale of a strategic stake in 
Bulgarian Telecommunica- 
tions Company, the state 
telecoms monopoly, and the 
disposal of Neftochim, the 
biggest oil refinery in south- 
east Europe, based in the 
Black Sea port of Burgas. 

Mr Bozhkov launched the 
programme early this year 
as Bulgaria struggled to 
overcome its worst economic 
crisis since the collapse of 
communism. A desperate 
need for hard currency to 
prop up the foreign 
exchange reserves and meet 


interest payments on exter- 
nal debt proved a catalyst in 
completing several much-de- 
layed privatisation deals. 

In the first big deal, Solvay 
of Belgium paid 9150m of the 
$160m purchase price for a 
60 per cent stake in Sodi 
Devnya, the Bulgarian soda 
ash manufacturer, on the 
day the contract was signed. 

Two other big cash privati- 
sations involving western 
European companies have 
also been completed. Mar- 
veks, a Spanish-Bulgarian 
joint venture, bought a 70 
per cent stake in Devnya 
Cement, one of the biggest 
Bulgarian producers, for 
944m and undertook to 
Invest 9200m in modernising 
the plant, situated outside 
Varna in the same industrial 
area as the Sodi factory. 

Union Mmi&re, the Belgian 
non-ferrous metals producer, 
paid 980m for 56 per cent of 
MDR-SPJSCo Pirdop, a cop- 
per smelter in central Bul- 
garia. The Belgian company 
agreed to invest 9220m over 
five years, including the con- 


struction of an are processor 
and an environmental 
clean-up. A $2sm loan from 
the World Bank will finance 
the four-year dean-up proj- 
ect designed to bring the 
plant in line with EU envi- 
ronmental standards. 

The prospect of a fire-sale 
of Bulgarian assets has 
receded as the economy sta- 
bilises and funding from 
international agencies picks 
up, but cash from privatisa- 
tions will remain important 
for cutting the budget deficit 
next year. And only foreign 
buyers can provide the 
investment to modernise 
enterprises designed in 
Moscow to supply not just 
the Hrnaii Bulgarian market 
but much of the former Com- 
econ trade bloc. 

To Improve transparency 
and increase the chances of 
finding investors from 
abroad, the European Union, 
and USaid, the US agency, 
are covering the cost of hir- 
ing international advisers 
for the fast-track privatisa- 
tion programme. 


Deutsche Morgan Grenfell, 
the international investment 
bank, has already been 
appointed as BTC’s- advise: 
for the telecoms offering 
under an agreement with the 
World Bank. Treuhand, 
responsible for privatisation 
in the former east Germany, 
and Speed wing, the consult- 
ing aim of British Airways, 
the UK carrier, are advising 
Balkan Airways. 

The start of privatisation 
procedures for another 26 
companies has been delayed 
because of the slow pace of 
disbursement of funds from 
EU programmes for aid to 
eastern Europe. “The proce- 
dures have been speeded up 
but we’ve been waiting for 
two months to get approval 
from Brussels to sign con- 
tracts with consultants," 
says Mr Bozhkov. 

However, potential inves- 
tors are voicing interest in 
Neftochim. Despite a chronic 
lack of investment, the refi- 
nery is operating close to its 
full processing capacity of 
27,000 tonnes of crude oil 


daily. Its stralgic position 
at Burgas, xpected to 
became an impetant transit 
point for oil ihching the 
Black Sea from entral Asia, 
is an additional ooentive for 
investors. 

Shell PetrcBum, the 
Anglo- Dutch g>up which 
operates a pe*ol station 
chain in Bolgan, is .men- 
tioned as a possile investor. 
But the main (intender is 
Rosneft, the Rusian state 
oil company, wbfo s upplies 
Neftochim with crude oil 
and already opertes a joint 
venture, Rosbuieft, with 
the Bulgarian sfiner for 
transporting oil nd selling 
downstream prduets in 
International maxets. 

“Rosneft will crtainly be 
bidding," says Veniin Zla- 
tev, Rosneft’s axort direc- 
tor. "We would berjg in con- 
siderable investment. We 
have already prepred a flv* 
year programme ^ modern- 
ising the refinei; which. 
woUld be carrie out in 
cooperation with ' western 
® Q 8frweriug compfity," 
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The benefit of hindsight 



Hindsight puts turbulent 
events into perspective. 
Looking back over the first 
dramatic months of hfa 
presidency, Peter Stoyasov, 
whose election last 
November marked the 
beginning of the country’s 
recoil from the brink of 
economic, political and 
social collapse, sees 
January as the tuning 
point tn Bulgaria's 
post-communist history. 

“Bulgarian society and 
the political class found the 
wisest way to resolve the 
crisis. For the first time in 
seven years people and 
politicians faced up to 
harsh reality," he says. 

Btfffaiimfl r the 30 days of 
anti-government 
demonstrations outside 
parliament and the 
gold-domed Alexander 


Nevsky orthodox cathedral 
around the turn of the year 
Mr Stoyanov says: “Further 
unrest would have caused 
grave problems for the 
country, but fortunately 
people realised that in 
time." 

The first task facing the 
44-year-old former divorce 
lawyer on taking office in 
December was to give a 
mandate to the socialist 
party’s prime minister 
designate, Nikolai Dobrev, 
even though the clear 
message from the streets 
was that the socialists had 
lost the support that gave 
them a landslide victory 
and a four-year mandate at 
general elections only two 
years earlier. 

“Both the main political 
groups, the Socialists and 
the Union of Democratic 


Forces (UDF), were waiting 
for me to give them a 
mandate," he says. 
“Fortunately the socialists 
found the sober common 
sense which was required 
and agreed to give 19 their 
mandate and work for a 
political consensus to end 
the crisis." 

This all -party consensus 
has survived, albeit 
somewhat tattered at the 
fringes. "The opposition 
criticises the government, 
bat so far criticism has 
been limited to alleged 
deviations from the 
national agreement," Mr 
Stoyanov says. 

As for the introduction of 
the IMF-hacked currency 
board Mr Stoyanov is 
convinced that “Bulgarian 
society knows that the CB 
is not a panacea and most 


be backed up by str uc tura l 

reforms, faster privatisation 

and mare foreign 
Investment”. 

The impo rtan ce of the 
CB Is not only political and 
economic. Its introduction 
has also had a strong social 
and psychological impact 
on a country which was 
euphoric when the 
communists were replaced 
by the first right wing 
government and then went 
through a wave of 
post-communist nostalgia 
and a return tn soc ialis t 
government," he added. 

“The result was that 
although the first UDF 
government undo 1 Philip 
Dimitrov started serious 
reform, most of the last 
seven years we only had the 
pretence of reform. We 
deluded ourselves that we 


could survive without great 
sacrifices. But things kept 
getting tougher and we got 

deeper and deeper into debt 

January marked the 
turning point when we ahwi 
oar illusions." 

Two months later, in 
April, voters swept the UDF 


honest elections. 

“The main proof of 
Bulgarians new-found 
political maturity however 
can be seen in the polls 
which stm show over 50 per 
cent support for the reform 
programme - despite the 
closure of many enterprises, 

high prices and low wages.” 

Mir Stoyanov, who stood 
as the UDF*s candidate In 
the presidential elections, 
promised to be a president 
for all Bulgarians in his 
inaugural speech and 
emerged as a key mediatory 
figure. 

He has also played an 
important role in raising 
Bulgaria's standing abroad 


and tirelessly camp^ntng 

for Bulgaria to becow folly 
integrated Into Nafomd - 
the EU as soon as posOde. 

He underlines the V 
importance of “a ca^y 
clear" relationship vfb 
Russia - vital in vi* of 
Bulgaria’s drive for kto . 

and EU membership fldch 
“should not be interpeted 

as an act of defiance r 
challenge to Russia". ■ 

As President, Mr 
Stoyanov Is also 
commander in-chief othe 


— — — — tuuj 4 

““Bar, more profo§smal . 
body capable of operaSig 
with Nato or UN v "«■ 

peace-keeping forces. le 
has promoted younger 
officers, such, as Cohml . . 
General MQkhn Mrir hV V 


of the general staff. 


Anthiny 

Robinoa 
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After the collapse 
last year of 14 of 
the country's 
banks, confidence 
is trickling back 

Bulgaria's banking sector is 
struggling to recover from 
the collapse last year of 14 
ao* of the country’s 35 
. banks.- including five state- 
owned. institutions and a 
group of private banks t-hat 
bad claimed to be spearhead- 
ing the country's economic 
transition. 

, The government has 
decided that the key to a 
prudent banking system is 
to seek foreign equity partic- 
ipation in state-owned Bul- 
garian banks and transfer 
. mana gement to the new 
shareholders. United Bulgar- 
ian Bank, one of sis surviv- 
ing state banks, has already 
been privatised and two oth- 
ers. Express bank and Post- 
bank, are due to sold in the 
next few months. 

But the crisis in which 
annual inflation reached 
U200 per cent and interest 
rates briefly touched 3,000 
per cent bas left surviving 
banks in a state of shock. 

Deposits are trickling back 
as confidence starts to 
recover, but an estimated 
5600m in dollars and 
D-marks is still being kept 
under mattresses and in jam 
jars, say Bulgarian bankers. 

Loan books have shrunk, 
mainly because Bulgaria’s 
chastened bankers now shun 
practices that encouraged 
the emergence of high- 
rolling “credit millionaires" 
who made no attempt to 



| 3wcn! BNB.AEAF ' 

meet interest and repayment 
d e a dl in es . “People are scared 
to lend to anyone other 
state companies with big 
cash inflows and a few mul- 
tinational clients.” says a 
foreign banker. “Successful 
ba nkin g at present means 
concentrating on trading 
government paper.” 

The introduction in July of 
a currency board system 
which pegs the national cur- 
rency to the D-mark at a 
fixed rate of Lvl.000 has 
done much to restore stabil- 
ity. Annual interest rates on 
treasury bills have fallen to 
6.5 per cent, while leading 
rates for the few bank cus- 
tomers permitted to take out 
short-term loans carry an 
average interest rate of 
about 12 per cent 

The government has 
accepted a restructuring 
plan proposed by the Inter- 
national Monetary Fund, 
designed to put Bulgaria's 
banking sector on a perma- 
nently sound footing. It calls 
for Improvements in supervi- 
rion by the central bank, to 
be implemented with the 


Foreign banks 


Private banks 


— Banks under 
procedure of 
bankruptcy and 
liquidation 
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help of foreign experts, and 
bans refinancing of commer- 
cial banks by the central 
bank. It also sets strict capi- 
tal adequacy requirements. 

After raising their capital 
adequacy ratio over the past 
few months to the 8 per cent 
minimum required under 
Bank of International Settle- 
ments regulations, the banks 
must boost the ratio to 12 
per cent by the end of 1998. 

Under Bulgaria's deposit 
guarantee scheme, small 
savers have been able to 
retrieve the full amount of 
funds that were frozen when 
banks started closing their 
doors last year. Many have 
accepted offers of immediate 
payment of their foreign 
exchange holdings in equiva- 
lent amounts of lev at fixed 
exchange rates set by the 
currency board, rather than 
wait for instalments of US 
dollar and D-mark deposits. 

New banking regulations 
ban directors of foiled banks 
from joining the boards of 
financial institutions. To a 
large extent, board-members 
of banks are held responsible 


for a disastrous expansion or 
credit that effectively trans- 
formed some banks into pyr- 
amid schemes, by channel- 
ling depositors’ funds to 
companies run by their busi- 
ness associates. 

Preparations are also 
under way for lifting bank- 
ing secrecy regulations so 
that “credit millionaires" 
can be brought to trial. 

Disposals of state-owned 
banks are being handled by 
the Bank Consolidation 
Company, the holding organ- 
isation for state-owned 
banks. Although the small 
Bulgarian market is not con- 
sidered likely to attract 
many big international play- 
ers. Petar Zhotev, executive 
director of BCC, says be has 
received an couraging num- 
ber of replies from the -to 
international institutions 
which were invited to bid for 
a Bulgarian bank. 

"We're confident that we 
can sell two or three banks.” 
Mr Zhotev says. “But if there 
isu't enough demand, we 
will aim to sign management 
contracts ins Lead with a for- 
eign institution, and offer 
these banks for sale again 
six months or a year later." 

In July. Oppenheimer & 
Co of the US. which has 
since become part of Cana- 
da's Imperial Bank group, 
took a 30 per cent stake in 
United Bulgarian Bank. The 
European Bank for Recon- 
struction and Development 
acquired 35 per cent with 
BuJbank, the biggest Bulgar- 
ian state bank, taking the 
remaining 35 per cent. 

Raiffeisenbank, the Aus- 
trian bank's Bulgarian ven- 
ture. is the frontrunner to 


acquire Express bank, a prof- 
itable bank based in the 
Black Sea port of Varna. 
Raiffeisen is bidding against 
Daewoo Securities of South 
Korea, whose parent group 
last year acquired the Shera- 
ton Hotel in Sofia and bas an 
active trading presence in 
Bulgaria. 

Mr Zhotev says that if 
Denotations with Raiffeisen 
or Daewoo fail. BCC will 
hold an international tender 
next year to dispose of 
Expressbank. This prospect 
alarms Expressbank officials 
who want the takeover to 
happen quickly, although it 
would mean a high level of 
redundancies and the clo- 
sure of several of its 26 
branches and many of the 70 
deposit-taking offices around 
Bulgaria. 

“We need a foreign partner 
to come in as soon as possi- 
ble, otherwise the foreign 
banks will Ignore us and 
stan building their own 
branch networks.” says 
Simeon Gospodinov. head of 
Expressbank’s international 
department. 

Next ror disposal is Post- 
bank. for which Nomura 
International of Japan and 
National Bank of Greece, are 
expected to make firm offers 
next month. It will be fol- 
lowed by Hebrosbank. a 
smaller regional bank based 
in the southern city - of Plov- 
div. and Biochim, which is 
still struggling with bad 
debt. The future of Bulbank. 
which dominates the Bulgar- 
ian market has to be worked 
out but Mr Zhotev says it 
“will soon start looking for a 
core group of strategic inves- 
tors from abroad". 


PROFILE 


United Bulgarian Bank: 


New era for a tough survivor 


Stilhm Vatev, the 
42-year-old executive 
director of United 
Bulgarian. Bank will never 
forget the last four months 
of 1996. Every day long 
queues of anxious 
depositors lined up far 
hours outside its branches 
to withdraw .their money. 

"We lost 45 per cent of 
our deposit base in those 
months, about $5m a day. I 
remember keeping a dose 
eye on the weather forecast, 
to 'renkt* sure the planes 
carrying cash from our 
correspondent banks 
abroad could land. It was 
terrible,*’ he says with a 
shudder. 

ButUBB, which started 
operations in 1993 after the 
merger of 22 small, 
under-capitalised banks, 
survived. This summer it 
became the first bank to be 
privatised under the new 
government, for whom 
i bank privatisation and 
consolidation is a priority. 

In its newly privatised 
farm UBB is determined to 
remain a player in what is 
expected to be an 
increasingly competitive 

hnwjring nutrien t ag 


competition from foreign or 
foreign-owned banks in 
particular increases. 

"We anticipated last 
year’s crisis and stopped 
lending at the start of 1996. 
We also cot our exposure to 
domestic banks,” says Mr 
Vatev, who spent 11 years 
at the National Bank before 
joining UBB in 1993. 

But prudence in face of 
the impending crisis would 
not alone have guaranteed 
survival. As a state-owned 
institution the bank 
handled large paras total 
accounts, such as the 
National Electricity 
Corporation and Bulgarian 
railways. This gave it a 
public sector client base 
denied to private banks. 

Happily the crisis, which 
led to the closure of 14 
banks, blew up after UBB 
had just been recapitalised 
with the help of the 
state-owned Bank 
Consolidation Company. 
Last year the BCC injected 
into the bank the 
equivalent of $l20m in 
Zunk bonds - Libor-linked 
domestic bonds issued by 
the ministry of finance to 
re-finance foreign currency 


deno minated bad debts. 

Before the crisis erupted 
UBB maintained a rough 
50/50 split between state 
sector and private sector 
clients. As the bank's loan 
and deposit books shrank to 
bare survival mode in 1996 
the balance shifted heavily 
towards the former. In 
future it will shift bade 
towards private sector 
lending following 
privatisation in July. 

The privatisation is not 
complete, to that 
state-owned Bulbank took 
over 35 per cent of the 
shares from the Bank 
Consolidation Company. 

But the decision of the 
European Bank for 
Reconstruction and 
Development to take a 35 
per cent stake alongside the 
US investment company 
Oppenheimer and Co which 
bought the remaining 30 
per cent has given UBB 
majority foreign owners 
and access to fresh capital. 
Oppenheimer has since 
been taken over by Imperial 
Bank of Canada which has 
not yet made clear its 
intentions towards UBB. 

Until now UBB, like other 


Bulgarian banks, bas been 
unable to lend on other 
than a short-term basis 
because the bulk of its 
deposit base, both lev and 
foreign currency 
denominated, has been 
mainly in sight or other 
. short-term accounts. The 
bank's strengthened capital 
base means that UBB is 
poised to start lending on a 
longer-term basis. 

The bank’s paid in capital 
of Lv2lm will rise to 
Lv76bn by the end of 
November following the 
shareholders' agreement in 
July to inject $30m into the 
bank. But it will be a long 
time before UBB or any 
other Bulgarian hank 
forgets the recent trauma. 

Meanwhile depositors, 
who mostly converted their 
savings into hard currency 
before stuffing the notes 
under mattresses, are 
regaining confidence. “In 
the three months since 
privatisation lev deposits 
have doubled, although 
they are still well below 
July 1996 levels in real 
terms,” Mr Vatev says. 

UBB, with its 38 regional 
branches and over 130 


sub-branches and outlets, 
has the biggest branch 
network of any bank and is 
well placed to benefit from 
the hoped for return of 
depositor confidence and 
the economic upswing. 

“But we have to cut costs, 
reduce staff from current 
levels of 3,100 and close 
down some branches. The 
market has declined and 
competition bas increased, 
including from our own 
biggest domestic 
shareholder, Bulbank. 
We’ve imported a new 
culture along with our new 
shareholders, now we have 
to make it work,” Mr Vatev 
says. 

It will be an uphill 
struggle to compete against 
the h anking skills and 
services offered by the 
foreign banks such as 
Dutch-based 1NG and 
Austria’s Raiffeisen which 
are set to expand 
organically or by taking 
over some of the Bulgarian 
banks up for sale. 


Anthony 

Robinson 


GREEK ENTREPRENEURS • by Kerin Hope 


A gateway to eastern markets 


For many Greek 
companies, 
Bulgaria is the 
first step into 
eastern Europe 

Bulgaria is the country 
chosen by mo6t Greek busi- 
nesses for their first venture 
in eastern Europe, whether 
they are traders shipping 
goods across the border, 
local subsidiaries of multina- 


tionals or fast-growing food 
and beverage companies 
listed on the Athens stock 
exchange. 

The collapse of commu- 
nism re-opened markets 
from which all but a handful 
of Greek companies were 
excluded for almost 50 years. 
During Bulgaria's period of 
prosperity in the inter-war 
years, the Greeks handled 
most cargoes shipped, 
through the Black Sea ports 
of Varna and Burgas, while 
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Greek commodity traders 
maintained offices in Sofia 
and other Bulgarian cities. 

Greek companies seeking 
to remain competitive over 
the next decade are leading 
the drive to invest in eastern 
Europe. Bulgaria, with a 
similar market size to 
Greece and comparatively 
good communications, is 
considered the easiest place 
to start. 

Bulgaria is also a stepping 
stone for an increasing num- 
ber of Greek businesses that 
have started exporting to 
Romania, Ukraine and Rus- 
sia. 

“A good many medium- 
sized Greek companies 
understand that they have to 
grow in order to survive. 
Expanding Into the Balkans 
and the farmer Soviet Union 
is not just an opportunity. 
It’s becoming an inevitable 
part of a business plan,” 
says Costas Mitropoulos, 
managing director of Kan tor. 
the Greek affiliate of Arthur 
D. Little, the international 
management consultants. 

Hellenic Bottling Com- 
I pany. which bolds several 
i Coca-Cola franchises in the 
Balkans and parts of Russia, 
bas invested steadily since 
starting operations in Bul- 
garia in 199L 

In addition to establishing 
joint ventures with several 
co-operative soft drinks bot- 
tlers around the country, 
HBC has built a Coca-Cola 
plant on a greenfield site 
outside Sofia and a plastics 
factory to make crates and 


bottle-tops for soft drinks. 

Loukas Komis, HBCTs cor- 
porate affairs director, says 
that investment in Bulgaria 
“amounts to almost liOOm 


from Thessaloniki and other 
northern Greek cities where 
many “cut-and-sew” 
operations are based. There 
is no visa requirement for 


out of a total investment of EU citizens entering BuJ- 


$500m in the Balkans. Russia 
and Armenia over the past 
six years.” 

Through a joint venture 
with Athenian Breweries, 
the Heineken affiliate in 
Greece. HBC has also diver- 
sified successfully into beer 
' production in Bulgaria. The 
joint venture, Brewinvest, 
paid 521m for an 80 per cent 
stake in Zagorka, Bulgaria's 
leading brewery, and bas 
invested another 540m to 
modernise its plant at Stara 
Zagora and set up a nation- 
wide distribution network. 

In the textile sector, where 
a few Greek companies were 
able to start operating in 
Bulgaria even before the 
demise of communis m, the 
much cheaper cost of labour 
has encouraged Greek manu- 
facturers to shift production 
across the border. 

More than 60 Greek pro- 
ducers of knitted cotton 
products ranging from 
T-shirts to children’s pyja- 
mas have set up joint ven- 
tures with Bulgarian part- 
ners. They manufacture for 
the German and Austrian 
markets under the “cut-and 
sew” system in which the 
foreign buyer supplies fabric 
and patterns and imports the 
finished garments. 

Most joint ventures are set 
up in southern Bulgarian 
towns just a few hours’ drive 


garia. but Bulgarian factory 
owners complain that visas 
for Greece, even for a busi- 
ness meeting with a partner, 
are difficult to obtain 
because of restrictions 
imposed by the EU's Schen- 
gen accord. 

Greece will come under 
increasing pressure from 
Bulgaria to grant more busi- 
ness visas following the 
opening of three new border 
crossings, which are due to 
be completed by 1999. 

The absence of official 
crossings has not prevented 
small entrepreneurs from 
building a flourishing infor- 
mal trade, using tracks dat- 
ing from the in ter- war 
period. 

Greek customs officials 
say the official trade balance 
is boosted by widespread 
smuggling of agricultural 
products, cigarettes and pet- 
rol through the Rhodope 
range. 

The volume of trade 
between Greece and Bul- 
garia fell last year by 15 per 
cent to 5380m as Bulgaria's 
economy weakened, accord- 
ing to figures published by 
the Association of Greek 
Exporters. 

But unofficial estimates 
put the trade volume at 
about $700m. if the proceeds 
of smuggling are taken into 
accoant 


A worker test maturing wine: last year Bulgaria exported 80 par cant of Its total wine output, of which 
more than 100,000 fitres was sold to (he UK ‘ mump 

AGRICULTURE • by Kerin Hope and Theodor Troev 

Mixing grape 
and grain 


Abundant land 
should appeal to 
investors in a 
wide variety of 
farm products 

From rolling wheatfields in 
the Thracian plains to alpine 
pastures high in the Pirin 
mountains. Bulgaria is an 
appealing prospect for 
would-be investors in grain 
production and dairy farm- 
ing. 

It also has the potential to 
become a giant market gar- 
den for the region, supplying 
fresh fruit and vegetables to 
Istanbul and the burgeoning 
cities of western Turkey and 
further afield in the Black 
sea region and the middle 
east. 

Ventsislav Vurbanov. agri- 
culture minister, says com- 
pleting land reforms is a pri- 
ority for the pro-market 
government which took 
power last April. He stresses 
that legislation due to be 
approved by parliament later 
this month will permit for- 
eigners to buy farmland 
through joint ventures. 

“Foreign investment is 
important for increasing 
form output and for winning 
back our old export markets. 
Bulgaria has some of the 
best cereal-growing land in 
Europe and was a big wheat 
exporter 50 years ago. But 
we badly need new inputs, 
machinery and expertise.” 
says Mr Vurbanov. whose 
family grows cereals on sev- 
eral hundred hectares in 
eastern Bulgaria. 

Agriculture suffered as 
Bulgaria’s communist-era 
rulers tried to transform the 
country into a model indus- 
trial producer for the Soviet 
bloc, although private farm- 
ers managed to produce size- 
able yields on small plots of 
land that remained outside 
the network of state-owned 
co-operatives. 

Economic transition bas 
also been damaging, with 
large tracts of arable land 
left uncultivated since the 
break-up of the co-operatives 
seven years ago. The cattle 
population has fallen from 
650,000 to 19S9 to 350,000 at 

the start of this year as the 


co-operatives' dairy herds 
were split up among individ- 
ual households. Thousands 
of cattle were slaughtered 
because of shortages of feed 
or for food during last win- 
ter's deep economic crisis. 

About 24 per cent of Bul- 
garia's workforce are 
employed in farming, 
although agriculture last 
year contributed only 12.5 
per cent of gross domestic 
product. The numbers of 
subsistence farmers have 
risen sharply hi the past two 
years, with the return from 
the cities of elderly people 
and unemployed workers 
who were unable to survive 
on pitifully small pensions 
and redundancy pay. 

Land reforms were 
launched in the early 1990s 
with the redistribution to 
pre-communist owners and 
their heirs of small parcels 
averaging less than 2.5 hect- 
ares. But only a small per- 
centage of owners received 
official titles to their land, 
preventing the development 
of a land market and of 
long-term leasing to profes- 
sional formers. 

While 70 per cent of the 
5-fim hectares of land made 
available to private owners 
has been distributed, only 18 
per cent of owners have 
received official titles. The 
remainder have been given 
temporary titles which may 
be contested in the courts. 

Under the new legislation 
unlimited amounts of land 
can be leased, so that small- 
holdings can be united for 
large-scale cultivation of 
cereals. Foreigners are also 
allowed to lease private land 
and will be able to bid for 
leases being auctioned under 
a new scheme to make tracts 
of state-owned land available 
to private farmers. 

Land reform is also likely 
to speed the privatisation of 
wineries and agri-processing 
factories, because potential 
buyers wifi be able to ensure 
regular supplies of fruit and 
vegetables through buying 
the surrounding land. 

However, Mr Vurbanov 
dismisses suggestions that a 
well-developed farm sector 
could create problems for 
Bulgaria's bid to join the 


European Union in a second 
wave of enlargement. He 
points out that Bulgarian 
form exports could be chan- 
nelled more easily to mar- 
kets in Turkey and the for- 
mer Soviet Union than to 
western Europe. 

Despite Bulgaria’s tough 
economic circumstances, 
exports have continued of 
popular products such as 
wine and white cheese. Last 
year Bulgaria exported 80 
per cent of its total wine out- 
put amounting to about 
240,000 litres, of which more 
than 100.000 litres was sold 
to the UK. still much the big- 
gest market for Bulgarian 
wine. 

Most Bulgarian wineries 
have been privatised but 
funds for replanting vine- 
yards and modernising wine- 
making plants are in short 
supply because many facili- 
ties were sold to employees 
and small investors under 
the government's scheme for 
mass privatisation. 

Exports of white cheese, 
mainly to Greece and tbe 
Middle East, fell by 10 per 
cent last year to just 5,700 
tonnes, according to the 
national statistical institute. 
But this figure does not 
include large quantities of 
Bulgarian cheese smuggled 
across the border into 
Greece and Turkey following 
tbe sharp decline in tbe 
value of the lev. 

The liberalisation earlier 
this year of food prices, 
under reforms agreed in 
return for an International 
Monetary Fund loan, is 
likely to encourage poultry 
and livestock fanners to 
increase output. The outlook 
for grain producers has also 
brightened with the reduc- 
tion of a 15 per cent tax on 
wheat export earnings to 10 
per cent following a better- 
than -expected wheat harvest 
of 3-7m tonnes. 

Nelly Stefan ova, chairper- 
son of Agricultural Credit 
Centrale, a state agency 
which lends to small farm- 
ers, says: "It’s becoming 
clear that there is money to 
be made in farming. Young 
people no longer dismiss it 
as an occupation for their 
grandparents." 
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TOURISM • by Kerin Hope and Theodor Troev 


TELECOMS * by Kerin Hope and Theodor Troev 
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More to offer than Getting busy onjne 

sun, sea and sand 



To help put other 
gems on the map, 
a network of 
tourist offices is 
being created 

Bulgaria’s sprawling- Sunny 
Beach tourist resort on the 
Black Sea played host in 
communist ' days to an 
unlikely collision of cultures. 
At a mock-Tudor tavern nes- 
tling in the shadow or a 
giant hotel block, privileged 
Soviet workers could drink 
beside German and British 
tourists in one of Europe’s 
lowest-priced destinations. 

Every year from May to 
October, Sunny Beach and 
two other big complexes. 
Golden Sands and Albena. 
on the sandy coastline north 
of the port of Varna, were 
packed with tourists, most of 
whom travelled on the 
elderly Tupolev aircraft 
operated by the charter sub- 
sidiary of Balkan Airlines, 
the state carrier. 

With more than 60,000 
beds in over 200 hotels, 
almost all in the two- and 
three-star category, as well 
as restaurants, cafes and 
shops, the three resorts oper- 
ated as self-contained facili- 
ties. Few tourists ventured 
beyond Varna to explore the 
old-fashioned fishing ports of 
Nessebar and SozopoL 

A sharp fall in occupancy 
rates since the end of com- 
munism has shut down doz- 
ens of hotels in the Black 
Sea resort complexes. After 
almost a decade of neglect 
many units are in serious 
disrepair. Attempts at priva- 
tisation are stQl at an early 
stage, although beach-front 
units are being refurbished 
ready for sale. 

Ventzislav Tantchev, sales 
manager at Golden Sands, 
says that Russian visitors 
are returning after the refur- 
bishment of a quarter of tho 
resort's 61 hotels, while a 
few big international tour 
operators such as TUI of 
Germany are again sending 
groups to Bulgaria. This 
year the resort attracted 



Awaiting discovery. Bachkova monastery. Just one of the country's treasures 


almost 100,000 visitors. 

“Our selling point is price. 
We’re a cheap destination 
for family holidays.” Mr 
Tantchev says. “But we have 
an advantage because 40 per 
cent of our clients are repeat 
visitors. As we upgrade the 
facilities each winter, we can 
raise rates a bit higher.” 

Golden Sands, now a joint 
stock company run by its 
managers, ploughs back as 
much income as possible 
into upgrading facilities. 
Nine hotels have been sold 
to private operators, with 
the resort retaining a 30 per 
cent holding. This year two 
heated swimming pools were 
added to prolong the tourist 
season by a few weeks. 

“This year we’ve had more 
Germans than Russians for 
the first time since the early 
1990s and the British have 
also started to come back,” 
says Mr Tantchev. “if we can 
extend the season a bit 
though upgrading of our 
installations and by offering 
tours in the region, we can 
start attracting more north- 
ern Europeans in older age 
groups.” 

Bulgaria’s tourist authori- 
ties back the revival of pack- 


age tourism but they are 
also aware that they have 
more to offer than a cheap 
sun-and-sea package holi- 
days. Blessed with unspoiled 
mountains and upland lakes, 
and a wealth of frescoed 
Orthodox monasteries hid- 
den among its forests, Bul- 
garia is awaiting discovery 
as a destination for more dis- 
cerning travellers. 

“Even if our hotels were in 
firstclass shape, we would 
find it hard to compete effec- 
tively with Mediterranean 
destinations like Spain and 
Turkey,” says Mariana 
Assenova, under-secretary 
for tourism. “We don’t have 
a long stretch of coastline 
and the season on the Black 
Sea is several months 
shorter. We have to develop 
other types of tourism.” 

To put Bulgaria’s moun- 
tains, monasteries an d min- 
eral springs on the map, the 
tourist authorities are pro- 
moting the creation of a net- 
work of tourist offices run 
by local government officials 
to provide assistance for Bul- 
garians wanting to offer 
accommodation for foreign- 
ers in private homes and 
guesthouses and to make 


information available for vis- 
itors. “Apart from a handf ul 
of ski-resorts with family- 
run hotels and guesthouses, 
there isn’t much organised 
accommodation outside the 
big cities,” Mrs Assenova 
says. 

The cash-strapped Bulgar- 
ian government is unable to 
finance advertising on the 
scale of the Spanish and 
Turkish print and TV cam- 
paigns in western Europe. So 
it is up to Bulgaria’s niche 
operators to reach a growing 
international market for cul- 
tural and ecological holidays 
for «nr»nn groups. 

Boyan Manev and Blago 
he fterov, former university 
lecturers in tourism who run 
S unshine Tours, a small 
Sofia-based travel agency, 
are trying to develop the 
region of Trun, near the 
mountainous border with 
Serbia for walking and bird- 
watching holidays, with the 
help of “soft” tourism 
experts from the UK’s Man- 
chester Metropolitan Univer- 
sity. “Trun is completely 
unspoiled because it was 
closed even to Bulgarians 
during the communist 
period,” says Mr Manev. 
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Despite delays on 
privatisation, 
efforts are being 
made to upgrade 
the network 

Political and economic 
upheavals have delayed 
plans for privatising Bulgar- 
ian Telecommunications 
Company, but the state 
operator has meanwhile 
m qflp a serious start on 
bnfiding a modem telecoms 
network. 

The timetable for selling a 
strategic stake in BTC to a 
foreign operator or consor- 
tium has already slipped 
several times. The most 
recent delay was caused by 
long drawn-out contract 
negotiations between the 
government and Deutsche 
Morgan Grenfell, the inter- 
national investment bank 
selected last April as advisor 
for the sale. 

Antony Slavinsky, the 
government’s senioT tele- 
coms official, says DMG has 
started work after signing 
t>i<» contract last month, but 
that tender documents for 
the bidding are not likely to 
be ready before mid-1998, 
because “there is a good 
deal of work to be done on 
BTC's accounts and the 
legal aspects of the sale”. 

Hie sale should be com- 
pleted In the second half of 
1998, Mr Slavinsky says. 
BTC has already been split 
off from the postal services, 


and its accounts are being 
audited to international 
standards by Arthur Ander- 
sen, the international 
accoun tants. A draft law has 
been prepared setting °P a 
regulatory framework for 
the telecoms sector, due to 
be approved in parliament 
by the end of the year. 

The government is com- 
mitted to selling at least 25 
per cent of the company to a 
strategic partner who will 
also take over over manage- 
ment. The possibility of 
Tnqirfng shares available to 
email investors by floating a 
minority stake on the new 
Sofia stock exchange will be 
considered at a later date, 

Mr Slavinsky says. 

Telecoms privatisation is 
picking op speed in the Bal- 
kan region, following the 
sale in June of a 49 per emit 
stake in Telecom Serbia, the 
state operator, to Italy’s Stet 
and OTE of Greece for 
DM1.67bn. Rom Telecom, 
the R oiwwpfe" state opera- 
tor, is doe to be privatised 
in the first half of next year, 
to be followed by state oper- 
ators in Moldova and Mac- 
edonia. 

Regional alliances are 
nnder discussion, with OTE 
and Rom Telecom showing 
interest in acquiring a 
minority stake in BTC. The 
Greek telecoms operator has 
developed dose links with 
BTC through a joint ven- 
ture, Bolfon, which installs 
and operates cardphones 
manufactured in Greece. 


Bulgaria’s fixed-wire net- 
work is in better shape fean 

its ex-communist neigh- 
bours, with 82 telephone 
one*: for every 100 residents, 
compared to 25 for Serbia 
and just 14 for Romania. 
T hin is because the network 
expanded in the 1970s as 
Bulgaria became a telecoms 
equipment supplier for the 
Soviet bloc. 

BTC has digitised about 5 
per amt of the network with 
the help of $ 160 m in loans 
from the World Bank, the 
E urop ean Bank for Recon- 
struction and Development 
and the European Invest- 
ment Bank, together with 
$107m of own finals. Over 
the past three years. 17 digi- 
tal exchanges with a total 
capacity of 107,000 subscrib- 
ers have been installed as 
part of a digital overlay net- 
work designed to upgrade 
services Bulgaria’s main 
cities. 

“We saved about $40m on 
our budget projections as a 
result of getting very com- 
petitive bids from suppliers 
who wanted to gat in at the 
start of BTC's modernisa- 
tion and this has allowed ns 
to install an extra 40.000 
digital lines," says Mr Slav- 
insky. 

But about two-thirds of 
BTC’s subscribers cannot 
male* international calls 
through an automatic 
exchange, while many sub- 
scribers in the countryside 
s till share party lines with 
their neighbours. 


Mr Slavinsky says BTC 
plans to invest about $80m 
next year in expanding 
International connections 

and boosting dlgita^ opac- 
ity in local networks for 
smaller -towns wlric h were 
not included in ftegg*} 


tines wBl be installed; in the 
Black Sea toUrist resorts 
and towns with a per- 
centage of business sub- 
scribers. f ~ \ 

Bulgarian icompjawes 
already have preferential- 
access to digital lines, which 

maice transmission of; data 
faster and wore reliable, 
and also aBow calte-to be 

time-charged. In Sofia amt 
other cities; companies can' 
have a digital “business’* 
line installed within a . few 
days but pay a high Installa- 
tion fee and higher rates Jfoar 

yalls- 

However, BTC’s strategic 
partner will, have to meet a 
heavy investment commit-' 
ment_to finish upgrading 
the network before the state 
operator’s v monopoly • of 
fixed-wire telephony is lifted 
at the end of 2002 , 

A third -mobile telephony 
licence may be offered as 
part of the privatisation 
package, Mir Slavinsky says; 
At present. Cable & Wireless 
of the TEK operates an anal- 
ogue mobile network, whfle- 
Tron, a Bulgarian group, 
has set up * GSM cellular 
system which covers. the 
country's main cities and 
highways. 


THE PORT OF BOURGAS • by Theodor Troev 


Pallets and bales pile up 


Bulgaria's biggest 
port is likely to 
become a key 
transit point for 
regional trade 

It is Saturday afternoon bat 
Bulgaria's Black Sea port of 
Bourgas is bustling with 
activity. Coal and iron-ore 
concentrates are piled high 
at the quay used exclusively 
by Kremikovt&i, Bulgaria’s 
giant steel company, await- 
ing shipment by rail to its 
plant outside Sofia. 

Forklift trucks are man- 
oeuvring pallets of lead and 
zinc ingots produced at the 
Kardzhali smelter in 
southern Bulgaria into posi- 
tion for loading. Bales of cot- 
ton from Uzbekistan are 
being hoisted off a freighter 
docked nearby. 

Bourgas, a natural inlet 
which - unlike other Black 
Sea ports - is protected from 
all but the fiercest easterly 
winds, is Bulgaria's biggest 
port, with the potential to 
become an important transit 
point in the next decade for 
trade between Europe, the 
Black Sea rim countries and 
central Asia. 

Its main competitor in the 
region is Constanta in 
Romania, but Bourgas 
claims to have an edge 
because it is closer to the 
busy Bosporus shipping lane 
linking the Mediterranean 
with the Black Sea, and to 
the port of Poti in Georgia, 
the main transit point for 
cargoes from the republics of 
central Asia. 

“Market research indicates 
there will be a tremendous 
flow of cargo between the 
Black Sea and central Asia 
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early next century, and it 
won’t just be off.” says Ves- 
selin Kraev, chairman of the 
port’s board of directors. 
“We have the advantage of 
being the first big port you 
reach in the Black Sea from 
Istanbul, but there will be 
enough busines s for both 
ports.” 

To meet the anticipated 
surge in activity Bourgas 
port has developed a $265m 
master plan to be imple- 
mented over the next 18 
years. The plan calls for con- 
struction of 4,000 metres of 
new quays providing four 
specialised terminals suit- 
able for bigger vessels, as 
well as breakwaters and 
dredging to deepen shipping 
channe ls in Bourgas bay. 

An' extended breakwater 
would protect a new termi- 
nal for general and liquid 
cargoes. A bulk cargo termi- 
nal would cater for vessels 
up to 100,000 deadweight 
tonnes, far larger than the 
port’s present limit of 
70,000dwt. The third termi- 
nal would cater for truck 
and passenger ferries, while 
the fourth would handle 
Panam ax-sized and feeder 
container vessels. 

Bulgaria is already negoti- 
ating a $l50m soft loan from 
Japan’s Overseas Economic 
Co-operation Fund to help 


finance the port expansion. 
The loan, expected to be for 
30 years with a 10-year grace 
period at the start, would 
cover 80 per cent of the cost 
of the new breakwater and 
the two new terminals for 
general and bulk cargo. 

The remainder win be cov- 
ered with the port’s own 
resources, as one of Bulgar- 
ia’s few profitable state 
enterprises, and from com- 
mercial bank , lending. Mr 
Kraev says , the port would 
have no trouble raising 
loans ftom foreign banks; 
given its expanding activity. 
The port is not likely to be 
privatised, he adds, but 
“there is no reason why pri- 
vate companies shouldn’t 
have their own installations 
or carry out construction on 
a bufid-and-operate basis”. 

Bourgas is also Bulgaria’s 
main aQ port as fee region’s 
biggest refinery, Neftochim 
is on the south side of the 
bay, with its own tanker ter- 
minal and storage facf l jtipg 
The oil port hopes to become 
a key link in transporting 
Caspian oil to the Mediterra- 
nean under a Greek-Bulgari- 
an-Russian project to build a 
300km pipeline to carry 30m 
tonnes yearly of crude oil 
from Bourgas to tee Aegean 
part of Alexandroupolis. 

Although Bulgaria's gross 


domestic product is forecast 
to Call again fete year, the 
first signs of growth in 
regional trade are already 
visible at Bomgas. Mr Kraev 
says Bourgas is oper a ting at 
80 per cent of capacity, com- 
pared with 60 per cent for an 
average European part . 

Throughput of dry cargoes 
was up 7J5 per cent to 5.7m 
tonnes In the first nine 
months of this year.^Paxt of 
the increase was due to a 
new ro-ro ferry line between 
Bourgas and put! to handle 
trucks canyzng goods such 
as non-ferrous^ metals and 
cotton from central Asia. 
The Poti ; route; is being 
extended to include Novaros- 
sysk, the.Russtan port in the . 
north of the Blaik Sea. 

“This triangular route is 
going to operate weekly to 
handle the .higher .cargo 
flows out of me central 
Asian republics.’'/ says Capt. 
George Dereliev,' the port's 
executive director and a for- 
mer skipper of Bulgaria’s 
ocean-going trawler fleet. ' 

The part is expected to lift 
profits this year by 5-6 per 
cent to about $15.7m, most of 
which will . be invested in . 
improving facilities. Capt 
Dereliev says. Following the - 
construction last year of a 
$l3m cold storage te rminal 1 ; 
out of 1995 profits, this - 
year’s income will be used to ‘ 
make a start on construction * 
of the new breakwater. . ” 

The port’s success at 
time of economic -hardship"' 
has made it an attractive ;■ 
place to work. The 2 , 789 : - 
employees are among the. 
highest-paid in Bulgaria ' 
with an average morrthly sat 
ary of $290 edmpafed wife 
about $90 for the rest - of the - 
country, Capt Dereliev says. 
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Hqjeh st Marion Roussel, the US 
drijgs company owned by German 
d^j&icals company Hoechst, has 
pijamoted Frank Douglas to the 
npWly created post of head of 
research and development. 

IDouglas, 54 (above), was previ- 
ously head of research, the depart- 
ment responsible for discovering 
potential new drugs but not for 


testing them on people.The head of 
development. Rotraut Labs is leav- 
ing the company. 

“Unfortunately, my role in the 
new research and development 
organisation did not meet my 
career expectations and. regretta- 
bly. 1 have decided to leave the 
company.” she said. 

The changes come in the midst 
of a period of great change for the 
company, which was formed two 
years ago by the merger of Merlon 
Merren Dow of the US. Roussel- 
Uclaf of France and Hoeehst's Ger- 
man-based drugs interests. 

Since then the company has pro- 
posed spinning off the drugs com- 
pany and, more recently, making it 
the core of a new Hoechst, based 
on the life sciences. 

Labs is replaced as head of drug 
development by Ulrich Gran, who 
has been head of Hoechst Marion 
Roussel Netherlands since last 
year. 

Douglas trained as a physical 
c h em i st at Cornell University and 
as a doctor at Johns Hopldns. both 
in the US. 

He joined the pharmaceuticals 
industry in 1964 as director of clini- 
cal biology at Ciba-Geigy, the Swiss 
company, rising to director of US 
research. 


In 1992, he joined Marian MevreU 
Dow as executive vice president of 
global research and development 
and a member of the board of 
directors. 

Daniel Green. London. 

FoUkerts-Landau to 
DMG from IMF 

David Folkerts- Landau has joined 
Deutsche Morgan Grenfell, tbe 
investment banking arm of Deut- 
sche Group, from the International 
Monetary Fund as managing direc- 
tor and global bead or emerging 
markets research. 

At the IMF Folkerts- 
Landau was head of the capital 
markets group and is one of the 
most senior IMF staff members to 
join the private sector. 

At DMG Folkerts-Landau will 
head the bank’s efforts in emerging 
market economics research, includ- 
ing sovereign credit analysis and 
macroeconomic research in equi- 
ties. “He will be responsible for 
building a global team of econo- 
mists and strategists. The priority 
goal is for DMG to build tbe top- 
ranked research team in this area 
by 1999,” DMG said. 

At the IMF be was closely 


involved in the fund’s financial res- 
cue package for Mexico in 1995 and 
is the author or several books and 
articles on emerging market 
finance. 

William Leans. New York 

Ford promotes 
Britons to top jobs 

Ford Motor, one of the world’s big- 
gest motor manufacturers, has 
announced that two Britons. Rich- 
ard Parry-Jones and David Thurs- 
□eld, are taking responsibility for 
tbe product development and man- 
ufacture of all of its vehicles. 

Parry-Jones. 47. who becomes 
group vice-president, product 
development, is currently 
vice-president of the small and 
medium car vehicle centre, Ford 
Automotive Operations, which is 
Jointly based in the UK and Ger- 
many. He succeeds Jim Engiehart 
who is retiring and wtli be based in 
the US. 

Parry-Jones. a car racing enthu- 
siast. joined Ford or Britain in 1969 
as an undergraduate trainee and 
progressed rapidly through the 
organisation. 

In 1987 be became director, tech- 
nical planning office, in the US. A 


year later, he was appointed direc- 
tor of vehicle concepts engineering, 
at Ford’s scientific research labora- 
tory. 

In 1989 Parry-Jones returned to 
Europe where he ran manufactur- 
ing operations at Ford’s Cologne 
assembly plant. In 1991 he was 
named chief engineer. Ford of 
Europe, and led the development of 
recent Ford models including the 
Mondeo. 

Thursfield. 52, who becomes 
vice-president, vehicle operations, 
is currently vehicle operations 
manager, Ford Automotive 
Operations, in the US. 

His current responsibilities 
include overseeing the operations 
of 26 automotive stamping and 
assembly plants in Australia, Can- 
ada, England. Mexico and the US. 

He started his working life as a 
plant manager with British Ley- 
land and joined Ford in 1979 as 
manager of the Broadmeadows car 
assembly plant in Australia. Thurs- 
field subsequently held a variety of 
management positions and became 
director, body and assembly 
operations. Ford of Europe, in 1992. 
In 1996 he moved to tbe US. In his 
new role he replaces Dale McKee- 
han. who is retiring. 

Lisa Wood. London 



SCHLUMBERGER 1997 
THIRD QUARTER EARNINGS 

New York. October 17 - Scblumbergcr Limited reported today that third 
quarter operating revenue was S— 74 billion. 21 ft higher than die tame 
period last year. Net income of 53^7 nuUirxi and earnings per share of S0.72 
were 56% and 53%, respectively, above third quarter 1996. 

Oilfield Services revenue grew 25%. while rigeounr worldwide grew 17% AH 

businesses contributed BgnificaniJy id tbe 49% growth in operating income, 
■pearheaded by Sedco Fores. Wireline A Ifcsdng and Dowell 
Measurement A Systems revenue increased 11%. while operating income 
grew 53% compared to the same period last year. Revenue growth at 
Automatic Test Equipment and Electronic Transactions more than 
compensated for unfavourable exch an ge rate variation*, 
auunnan and Chief Executive Officer Euan Baird commented: "Another 
strong quarter in the oil field confirms the underlying streng th or the 
industry and nor position m iL Our prospects for 1998 foot very solid and 
will be further helped by improving trends in Measurement & Systems. " 

Financial Summary - Third Quarter 

1997 1996 

Operating revenue 52,736.150.000 $1261,839,000 

Net income S356_569,000 SX7ft.83S.000 

Net income per share* $0.72 $047 

Average shares outstanding 1 495JP8£67 491*461,006 

'Restated for rwo-forone stock split announced. 
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(Moving places 


■ CREDIT SUISSE FIRST 
BOSTON (Asia) has 
appointed May Wong Tung 
to the new position of 
director and head of 
syndicated finance in Asia, 
based in Hang Kong. She 
joins from Bank of America 
in Hong Kong where she was 
a managing director and 
head of struc t ured trade 

finflnnp- 

■ PARIBAS, the 
international investment 
bank, has appointed Nick 
Stevenson European equity 
strategist He joins from SBC 
Warburg. 

■ MAID, the online 
supplier of business 
intelligence, has appointed 
Jason Mofie and Ciaran 
Morton to the board. Molle is 
president of M A I D's North 
American operation. Morton 
is currently president of 

M A I D's European, Middle 
Eastern and African 
operations. 

■ Paul Ixiach, head of the 
European business unit of 
LGT Asset Management and 
chairman of Chancellor LGT 
Asset Management, 1$ 
appointed chief executive of 
LGT ASSET 

MANAGEMENT Division 
with immediate effect He 
also joins- the executive . 


management group and will 
be proposed for election as a 
director of tbe LGT board at 
the next shareholder’s 
meeting. Anton Schwaiger, 
who stepped in after the 
departure of David Micella 
in February 1997 and took 
over as chief operating 
officer of both LGT 
divisions, will resume his 
role as chief executive of the 
LGT private banking 
division. 

■ The UNION BANK OF 
SWITZERLAND has 
appointed Daniel Harel its 
new head of the bank’s 
treasury advisory tom for 
east Asia. Jeremy ’Ihlrsk 
becomes head of project 
finance for the Asia Pacific 
region. He was previously 
head of project finance for 
UBS in London. 

■ DAIWA EUROPE has 
appointed Jean-Pierre Albin 
to join its syndicate desk in 
London as a director 
responsible for primary 
trading. He joins from tbe 
syndicate desk of Nomura 
International in London. 

■ Philip Marineau, president 
and chief operating officer of 
DEAN FOODS, has resigned 
to became president and 
chief executive of Pepsi-Cola 
North America. Howard - 
Dean, chairman and chief 
executive officer of Dean 


Foods, will assume the 
duties of president while be 
and the board of directors 
seek a successor. 

■ DELL COMPUTER 
CORPORATION has 
announced that it has 
opened a direct sales office 
In Finland. Kej[jo Vikkula, 

41, has been appointed 
country manager, Finland. 
He joins from Digital 
Equipment. 

■ UNION DES BANQUES 
SUISSE S (UBS) bas 
appointed Herve Marion, 43, 
managing director in charge 
of the creation and 
development of equity 
investments in France. 
Marion has been with 
Scbroders Partenaires since 
1995. 

■ MICROSOFT FRANCE has 
appointed Jean-Yves Grisi, 
34. director of its new 

j business solutions division. 
He joined Microsoft France 
in 1991 from Andersen 
Consulting. 

■ SINGAPORE 
TECHNOLOGIES 
AUTOMOTIVES has 
promoted deputy chairman 
Lob Chuk Yam to chairman 
following the resignation of 
Lye Fei from October 1. Loh 
is the president of 
government-owned 
Chartered Industries of 
Singapore. Boon Swan Foo 


will be deputy chairman of 
the company. He is chief 
financial officer of the 
government-owned 
Singapore Technologies. 

■ JOHN LAING has 
appointed Isabel Liu 
managing director of its 
Asia-Pacific infrastructure 
investment subsidiary. Liu 
was previously with A1G 
Investment Corp (Asia) 
Infrastructure Group in 
Hong Kong. 

■ DRESDNER KLEINWORT 
BENSON North America has 
announced the appointments 
in its corporate finance 
department of Matthew 
Beizer as head of financial 
institutions and Dalip 
Gambir as head of 
telecommunications and 
media. They will be based in 
New York. Beizer joins from 

i BZW. the investment 
1 banking arm of Barclays 
Bank and Gambir from 
Citicorp. 

■ Hassan Sunbol has been 
appointed director, global 
Islamic finance at ANZ 
INVESTMENT BANK, the 
investment banking arm of 
Australia and New Zealand 
B ankin g Group. He joins 
from the National 
Commercial Bank, Jeddah. 

■ SALOMON BROTHERS 
Asia pacific has announced 
the appointment of Huan 


Guocang as managing 
director and co-bead of Asia 
pacific Investment Banking. 
Huan joins from BZW. 

■ The CHASE 
MANHATTAN PRIVATE 
BANK bas announced the 
promotion of Carlos 
Perez-Parada to senior 

! investment executive for 
i Europe, the Middle East and 
Asia Pacific regions, and 
Ezequiel Bosch to deputy 
head of the Geneva 
Investment team. 

■ Guy Laurence, executive 
vice-president International 
Distribution and Marketing 
for MGM Studios, is to join 
PLANET HOLLYWOOD in 
January 1995. He will be 
responsible for the 
marketing and development 
of the Planet Hollywood 
brands across Europe and 
will initially take the title of 
executive vice-president 
marketing Europe. Planet 
Hollywood currently 
operates 18 European 
Restaurants. 

■ Tbe Moscow office of 
international law firm 
CLIFFORD CHANCE has 
recruited a Price Waterhouse 
partner to develop its tax 
capability for clients in the 
finance, securities and 
corpora tfi/commerdal areas. 
Robert Frost, 43. will join the 
firm’s Moscow office as 


director of tax services. 

■ SEGA EUROPE has 
appointed Kazutoshi Miyake 
chief executive. Miyake 
t- akim over from Malcolm 
Miller who will leave to join 
Pace Micro Technology as 
chief executive. 

■ LEHMAN BROTHERS has 
appointed Paul Freeman 
chief financial officer for 
Lehman Brothers (Asia). 
Thomas Bolland becomes 
chief financial officer for 
Lehman Brothers (Europe). 
Bolland previously served as 
co-chief financial officer lor 
Europe with Paul Freeman. 

■ Constantin os Grigori adis, 
head market analyst for 
central and eastern Europe 
of the IFC’s Emerging 
Markets Group in 
Washington DC. has moved 
to the Pension Investments 
division of THE WORLD 
BANK with responsibility 
for emer g in g markets 
equities and debt. 

International 

appointments 

Please fax information 
on new appointments 
and retirements to 
+44 171 873 3926, marked 
for International People. 

Set fax to ’fine’. 


Redemption of 
US$1,175,000 9% 
Notes due 5/31/98 

HOoct n hereby given that SC 
USA CORPORATION bas 
elected to redeem &H of its U.S. 
St.175.D00 9% Notes dao May 
31. 1998 (as amended, tbe 
“Notes”). Tbe Notes will be 
re de e med on November 28, 
1997 at a redemption price of 
100% of the principal ammmt 
thereof together with interest 
seeming to Ac date of 
i cde m ptioa . at tbe office of 
Othrest (Bahamas) limite d, 
the Focal and Paying Agest, m 
the Citibank Brnkhog. 
Thompson Boulevard, Nassau, 
The Bahamas. Payment of die 
redemption price of the Notes 
wiD be made upon presentation 
and surrender of the Nates to 
be redeemed together with aS 
« ^m ™t co up ana maturing 
s ub sequent to November 28, 
1997 at tbe aforesaid office. 
Interest on the Nous wi& cease 
to accrue oo or after November 
28, 1997. All interest accrued 
to November 28, 1997 wS be 
pM at the afore sa id office on 
or after the aforesaid date npon 
presentation surrender of 
the Nates. 

CmreUST (BAHAMAS) 
LIMITED an behalf of 
SC USA CORPORATION 


Redemption of 
US$3,906,000 10% 
Notes due 10/31/98 

Notice is hereby given that DC. 
INN CORPORATION bas 
elected id redeem £2^43,600 of 
to US. S3 .906,000 10% Notes 
due October 31, 1998 (as 
amended, (be ‘'Notes”). The 
Notes will be redeemed on 
November 28. 1997 tt a. 
redemption price of 100% of tbe 
principal amount thereof; 1 
together with interest acouing to i 
tbe date of redemption, at foe 
office of Citimst (Bahamas) 
Limited, tbe Fiscal and Paying 
Agent, in the Citibank Building, | 
Thompson Boulevard, Nassau, 
The Bahamas. Payment of tbe 
icdeotothm price of tbe Notes 
will be made upon presenuaios 
and surrender of tbe Notes to be 
redeemed together with all 
iyfw< Qflapmt maturing 
subsequent to November 28, 
1997 *L die aforesaid office. 
Interest on the Notes will cease 
to accrue on or after November 
28. 1997. All 'merest accrued to 
November 28, 1997, will be paid 
at tbe aforesaid office on or after 
the aforesaid date upon 
p rtB c nOd oii and surrender of the 
Notes. 

CTITTRUST (BAHAMAS) 
LIMITED on behalf of D.C. 

INN CORPORATION 


BUSINESSES FOR SALE 


mm 





•> V V. -v- ■ 




The new Companies & Markets section on FT.com. 

Now when you click on the FT.con. web site, you can access everything you 
need to know about global business in one well-organised section. 

From company news and in depth analysis, all the information is at your fingertips. 


FI NANCIAL TIMES 

www.FT.com 
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Coopers Sf LybrtsxJ hove been retained to assist wflft the 
disposal ot Ms business. 

Principal features of the business Include: 

• lumcn/w £5m with substonRal order book 

• capacity to£15m 

• operating proftte In excess of 10% 

■ moulding capacity from 30 to 1,550 tonnes 

■ purpose Puttf freehold factory 

For further mtormatton. please contact EllzabeJh CoukJwell of 
Coopers & lybrand. Benson House. 33 Wellington Street 
Leeds LSI 4JP. 

Tel: 0) 13 2B9 4384. Fox 01 13 289 4469. / 

Caopcn & Ljrfiand a nboroed b, Ac huiftucc of CtUrtBCd Accoumaoti fw 
■tEngbndrad WakitoaRyaaInvcumaM Buiacss. fg 


Humberts Leisure 


Strategically 
located UK 
tlieme park 

• Significant farther development 
potential (subject to consents) 

•. Good motorway access and fast drive 
time from major conurbation 

• Up to 620 acres (250 hectares) 
in total 

For sale or lease on 
flexible terms to be agreed 

Contact: Nigel T&lbot-POnsonby FRJCS 
or Dan Mason BSc (Hons) ARICS 
12 Booon Street, London W1 Y 7PA 
Tel: 0371-629 6700 Fax: 0171-409 0475 


HOTELS • GOLF • LEISl RE 


PLANET ARCHITECTURAL 
GLAZING LIMITED 

(In Administrative Receivership) 

Based in Northampton and Reddilcfa 

The Joint Administrative Receivers, O S Johal and W J KcSy. 

offer for sale as a going concern the business and assets of 

the Company. 

* Designers and manufretmen of public seating systems, 
corned walkways and bos shelters marketed under foe 
AMSTAD trade name. 

* Manufacturers of commercial aluminium windows for the 
system boildfog industry. 

* Integrated composer controlled machining centre for coring 
and working ataminium cKtrarions. 

* Bine cMp c—amw list M^ miwAw iiiMiiMniinfi 

autho ri ties. 

* Turnover att3AisSXBoa for rite yesr to 31 December 1996. 

* Approximately 40 employees. 


Ftor Ftstber details contact by fine 
GnpalMal or Ste p h a ni e Jeffreys 
oo 0121 2(24944 
at BuddcrFfaiOqn; 

Newm Hook, 

II NewtaS Street, 


n'aaninnli n m 

r>n nniTi'i— ii 
B33NY 


BUCHLEK PHILLIPS 
rouNCMtaac o viorT a a x y mi ertuaac 


Learning Design 
& Training Business 

Onr clieDl is a well established business specialising in the 
mrim rf to fn w ig rfwnga and for proVtOOB Of niche tESUUBg 
services. Principal features of the business iaciiide: 

• Strategic long term blue chip cheats 

• Research and writing of customised 

tr a in ing material 

• HU ftmded R&D projects 

• An accredited ce ntre to award 
qualifications with RSA 

• 3 fully equipped training centres 

• Pbt circa £425,000 

P otemia l purchasers should write to JnUao Gfobfaw at 

Panne# Kerr Footer Corporate Finance 
New Garden Boose 

78 Hatton Garden 

Lo nd on ECIN8JA Fax: 0171 782 9390 Pft N?N T?T .T . 

PSomB Kar Foma- to aafcntf tj Bada* sTCteRaetf 

to— atotedrowronwvw a ■ ■ n» te n pnoerER 


FOR SALE 

PLASTIC EXTRUSION COMPANY 

♦ Long Established 
♦£4-5M Turnover & Profitable 

♦ Growth from New Contracts in 1998 

♦ Automotive & Commercial Markets 
♦Spare Capacity 

♦ Non-Core Disposal by Engin e eri ng Group 

Write tn Box N<fc 85511. 

Financial Times 
One Southwark Bridge 
London SEl 9HL 


Security Systems Re-Seller Business 
CCTV, Fire Protection and Access Control 

Sells, installs and maintains security systems to an impressive client 
list. Based in (he Midlands, with an annual turnover of circa £800,000 
and current year projected net profit of £160.000. Further growth 
paos p ec u are probable. 

The parent seeks funds to invest in activities which are core and 
believes that the farther expansion and profit growth cm be optimised 
by applying specialist management. 

The total business is offered for sale. 

Serioos enquiries are invited front principals. 

Write to Bas B5510, Fbuudal Times, 

OneS w U h wartt Bridge, Loudon SE19HL 
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INTERNATIONAL CAPITAL MARKETS 


Single-currency confusion hits gilts 


GOVERNMENT BONDS 


By Vincent Boland 
and Alexander Stevenson 
in London and John Labate 
in New York 


Problems over European 
monetary union returned to 
haunt the markets yester- 
day, with UK gilts sliding 
after confusion over the gov- 
ernment’s stance on Emu. 

Other European markets 
were calmer and traded 
higher on the back of a good 
performance by German 
bunds. The US posted a 
small gain at the opening. 

Most attention was 
focused on London, where 
GILTS were knocked off 
their recent hi g h perch by 
an apparent volte face on 
whether and when the UK 
would sign up for the single 
currency. Dealers marked 
gilt futures sharply down 
from Friday's closing levels,' 
although they reported little 
heavy selling during' the day 
and some sustained buying 
late in the session. 


Kevin Adams, gOt strate- 
gist at BZW, noted that the 
gilt curve at the close yester- 
day was “almost identical" 
to that at the dose of busi- 
ness on September 25 - the 
day before the Financial 
Times reported that the cabi- 
net was moving closer to the 
idea of sterling's Joining the 
single currency. 

The main difference was 
that yesterday the spread of 
10-year gilts over bunds 
stood at 103 basis points, 
compared with 120 points 
then. The spread yesterday 
Was 10 points higher than on 
Friday, hut there was little 
real selling to accompany 
the sharp mark-down. 

“The market held in quite 
well, even though we have 
had as much cold water 
poured on Emu as we are 
likely to get." Mr Adams 
said. "There was a sharp set- 
back at the open, it gained 
confidence during the morn- 
ing and that turned into buy- 
ing tn the afternoon." 

The December gilt con- 
tract settled y, lower at 118ft 


after touching a low for the 
day of 117%. with more than 
198,000 contracts traded an 
the London International 
Financial Futures Brcbanga. 

Analysts said the Emu 
issue was likely to be nega- 
tive for gilts in the short 
term. Stephen Yarke, econo- 
mist at SBC Warburg Dillon 
Read, noted that the market 

had been qtprlfng 

to be part of the single cur- 
rency within a maximum of 
three years. Now such a sce- 
nario was no longer likely, 
the exchange rate risk 
attached to sterling would 
make gilts less attractive to 
foreign investors. 

GERMAN BUNDS posted 
good gains in fairly quiet 
trading as fears of a rise in 
German ' interest rates 
abated. The December bund 
futures contract settled at 
101.98, close to the day's 
high - and resistance level - 
of 102.03, and 0.22 higher 
than its previous dose. 

Julian Jessop, European 
economist at Nikko Europe. 
«mifl bunds might gain in the 


short term from investors 
switching out of gilts, but 
that the real issue for Emu 
remained “whether the euro 
will be hard or soft". 

Market attention is 
focused this week on the 
Bundesbank, which holds its 
regular council meeting an 
Thursday. Most analysts 
believe it will leave rates 
unchanged. The widely fol- 
lowed Ifo institute is also 
bringing out its latest survey 
of German business confi- 
dence. 

ITALIAN BTPs ended mar- 
ginally ahead but felled to 
hold their highs in quiet 
trading. The December con- 
tract settled at 111.88, up 
0.06. with the spread over 10- 
year bunds at 54 points, up 
from 51 points. 

Most attention Is focused 
on preliminary inflation fig- 
ures for October, which are 
due to be reported by Italian 
cities this week. The market 
is also following the debate 
on the 1998 budget, which is 
t a ki ng place in the Senate 
this week. 


SPANISH BONOS were 
also higher, with the Decem- 
ber futures contract settling 
up 0.12 at 1Q3.15. Analysts 
said the market, which has 
drifted in recent sessions, 
was looking overbought at 
current levels and may have 
further to decline before 
buyers returned to push 
prices up again. 

FRENCH BONDS saw sell- 
ing at the 10-year end into 
German bunds, and one big 
seller - reported to have 
been the fond management 
arm of a big domestic bank - 
sent the market lower late in 
the session. The notional 
December fixtures contract 
settled 0.10 lower at 98.14. 

US TREASURIES showed 
little change in morning 
trading. By early afternoon 
the 30-year Treasury bond 
had risen ft to 99ft, sending 
the yield down to 6.429 per 
cent. The 10-year note was ft 
highpr at 99§, yielding 6.145 
per cent, while the two-year 
note slipped ft to 99§, yield- 
ing 5.886 per coat. 

The market was quiet, in 


spite of a brief rise after 
overseas buying early in the 
morning. By midday there 
was little follow-through, 
however, and prices fell back 

to unchanged levels. 

No significant economic 
data are expected this week- 
Rgnres on the August trade 
deficit and weekly reports on 
retail sales and jobless 
ff T aims will be released 
today, with monthly jobless 
claims figures due on Thurs- 
day. The important employ- 
ment cost index will be 
released next Monday. 

The bond market also 
awaits the ne xt meeting of 
the Federal Open Market 
Committee in November. 

-It’s becoming more 
accepted that the Fed wfll 
raise the Fed funds rate by 
the end of the year," said 
Tom O’Connell, senior gov- 
ernment trader at First Chi- 
cago Capital Markets. 

That expectation is 
believed to he behind recent 
bond price declines, with 
traders pricing in the next 
rate rise. 


Petrobras makes debut 
foray into lira sector 


New international bond issues 


Airsiant Cot^joo Price Maturity Pan 


Spmd 




INTERNATIONAL BONDS 


By Edward Luce 
and Seiner Iskander 


Petrobras, Brazil's 
state-owned oil company, 
yesterday tapped the lira 
market for the first time 
with a . L260bn 10-year 
offering. 

The bond, mainly aimed at 
retail investors, carries a 10 
per cent coupon which will 
step down to 6% per cent 
after 1999. It follows several 
other lira-denominated 
issues by Brazilian borrow- 
ers, including a Ll70bn offer- 
ing last month by Unibanco, 
the privatised bank, and a 


sovereign euro-tributary 
bond earlier this year. 

Chase Manhattan, book- 
runner of the Petrobras deal, 
said the lira was still popu- 
lar with investors after its 
recent convergence rally. 

SUDWE5TT LB, the Ger- 
man Landes bank, issued its 
first bond in six months - a 
DM500m offering. Barclays, 
joint lead manager with SBC 
Warburg, said the launch 
was timed to coincide with 
about DMIObn of redemp- 
tions in five-year bonds over 
the next few weeks. 

The borrower opted for a 
seven-year maturity - giving 
it a spread of seven basis 
points over the German 


yield curve - to offer inves- 
tors a 40 bams point pick-up 
over the five-year maturity. 
SUdwest LB's last D-Mark 
issue was launched in April 
at eight basis points over the 
five-year bund. 

Activity in the dollar sec- 
tor was subdued but several 
issues were launched, 
mainly by banks apd finan- 
cial institutions, in D-Marks 
and French francs. 

Elsewhere, STOCKHOLM 
tapped the Swiss franc sec- 
tor with a small issue matur- 
ing in 2004. via Deutsche 
Morgan Grenfell as lead 
manager. 

• MGTS, the Moscow tele- 
phone company, was 
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awarded a BB- rating by 
Standard & Poor’s, the US 
credit rating agency, ahead 
of the launch of its first 
eurobond. The rating is 
equivalent to that of Rus- 
sia's sovereign debt. 


Vladimir Lagutin, director 
general of MGTS, said the 
rating was “positive news” 
and showed that the com- 
pany had “made great 
strides toward improving its 
disclosure and maximising 


value to shareholders”. 
Credit Suisse First Boston 
and Salomon Brothers will 
be joint lead managers for 
the band offering, with an 
expected amount of between 
$100m and 5150m. 


Total MTNs 

outstanding 

near $l,000bn 


By Edward 


Luce 


Total outstanding bond 
issuance in Europe s 
medium-term note market is 
about to pass ?L000bn after 
explosive growth in the past 
three years. . 

From a base of less than 
$300bn in January 1994. the 
MTN market has become 
increasingly popular with 
borrowers as a more co ove- 
nient and sophisticated way 
of tapping the eurobond 
market Currently at $872bn, 
the market is expected to top 
yi.nonhn within, the next fort- 
night. 

An MTN programme 
allows borrowers to by-pass 
costly and time-consuming 
documentation associated 
with issuing “stand-alone" 
bonds, by obtaining general 
clearance for all subsequent 
pffprhig K in advance. 

The cost of arranging an 
MTN programme is a bou t 
$120,000, according to invest- 
ment bankers, compared 
with $30,000 for an average 
stand-alone bond. Most MIN 
programmes involve more 
♦Turn four bond issues. 

“The growth of the MTN 
market shows how sophisti- 
cated borrowers have 
become.” said Peter van 
Dyck, global EMTN product 
manager at ABN Amro in 
London, “Having an MTN in 
place wiahleK t hem to be far 
more ' flexible with their 
band programmes." 

For example, borrowers 
with an MTN programme 
can make a derision to tap 
the markets at very short 
notice, sometimes within 
hours, compared with a 
delay of several days for a 
stand-alone offering. This 
enables them to respond ■ 
quickly to any changes in 
market conditions. 



Analysts say the MTN for- 
mula, which was exported 
from the US market in tfce 
mid-1980s, is likely to 
become the dominant 
vehicle for issuers, in the 

eurobond and global bond 
markets. 

At present, less than one- 
third of the $3,0Q0bn in out- 
standing edrbbonds has been 
issued under MTN pro- 
grammes. The proportion, 
however, is growing. 

“We expect about 90 per 
cent of borrowers to move to 
MTN programmes,” said- 
Tony Wilson, executive 
director at Daiwa in Londo n . 
“For regular issuers, it 
majfps eminent sense. Only, 
the occasional borrower-, will 
continue under - the stand- 
alone format” 

The growth in the MTN 
market has been fuelled by 
the increasingly popularity 
of privately-placed bonds, 
which account for around 40 
pea* cent of MTN offerings in 
volume terms. They are tai- 
lored to the needs of a single 
large investor. Unlike public 
bonds, privately-placed 
bonds are not usually listed 
and do not trade an the sec- 
ondary markets. ' . 
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CURRENCIES AND MONEY 


UK’s shift on Emu strengthens pound 
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By Simon Kuper . 

The pound rose against the 
I>Ma^ yesterday after the 
tJK government indicated it 
would probably decide only 
after the general election 
whether or not to join Euro- 
pean monetary nn<m> 

The election is likely to be 
bfildjin 2001 or 3002. The gov- 
ernment seems to have 
dropped plans, revealed m 
t h^l Ftnanclal Times on Sep- 
tenper 26, to adopt a more 
pojwlve line on Emu. The 
Fife report had created a 
bwef that the UK would join 
Enli soon. That had hit the 
pdjnd, as traders thought 
it joined the euro it 
irtrald do so at a rate of 
apcrut DM2.60 to the D-Mark, 
veil below its present leveL 
/Sterling rose 2E pfennigs 
feainst the D-Mark and 1.4 
fonts to the dollar yesterday, 
Closing in London at 
|DM2£88 and $L63l. It had 
[gained 3.4 pfennigs on Fri- 


day, before the Emu news. 

The dollar was barely 
higher against the D-Mark at 
DM1.771, but it rose Yl.2 
against the yen to Y12L3. it 
was buoyed by the of 
trade tensions between 
Washington and Tokyo, as 
Japan’s trade surplus for 
September rose by a smaller 
than expected 37 per cent. 

Furthermore, the market 
expects today’s Japanese fis- 
cal stimulus package to be 
modest and short on tax 
cuts. Taka Yamasaki, head 
of the policymaking board of 
Japan's ruling Liberal Demo- 
cratic Party, said 90 per cent 
of the package - atrmvi at 
reviving the stricken econ- 
omy - would consist of 
deregulation measures. The 
US has long been pressing 
Japan to deregulate its econ- 
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omy and thus raise imports. 
If Japan does deregulate, 
that could reduce the pros- 
pect of the US trying to raise 
Japanese imparts by boost- 
ing the yen. 

The Malaysian ringgit, 
Thai baht and Taiwan dollar 
took another hammrarpg 

■ The UK’s new line on 
Emu changed the outlook for 
base rates. Were the UK to 
join Emu, base rates would 
have to fall from their pres- 
ent 7 per cent towards the 
average level of about -L5 per 
cent prevailing in the Emu- 
zone. The news that the UK 
is unlikely to join soon 
therefore caused the market 
to revise upwards its fore- 
casts of future base rates. 
Short sterling futures con- 
tracts slumped to reflect 
this. The December 1998 con- 
tract lost 10 haute points to 
price in rates of almost 7.25 
per cent. The September 2000 
contract fell 22 basis points 
to price in rates of about 6.75 
per cent. 
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■ The Irish punt rose more 
than the pound on the UK’s 
Emu news. The punt gained 
3.3 pfennfgs to DM2.610 
against the D-Mark, nearly 9 
per cent above its central 
rate within the European 
exchange-rate mechanism of 
DM2.41. Traders say Ireland 
may now have to revalue the 
central rate. If the pound 
trades strongly for years, it 
could drag the punt up too. 


■ The baht fell from B136.80 
to Bt37.67 against the dollar 
as the Thai government 
failed to find a replacement 
for Thanong Bidaya as 
finance minister, and thou- 
sands took to the streets to 
tell Chavalit Yongcbaiyudb, 
prime minister, to resign. An 
early election is possible. 

The ringgit fell from 
MS3.22 to MS3.3275 against 
the dollar on the view that 
Friday’s budget did not 
address the country's eco- 
nomic problems. 

On Friday the Taiwan dol- 
lar became the latest Asian 
currency to be floated, after 
the central bank gave up its 
defence. It Immediately fell 
more than 4 per cent against 
the dollar, and yesterday lost 
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another 2.3 per cent to close 
at a 10-year low oT TS30.34. 

■ Paul Chertkow. global 
head of currency research at 
UBS in London, said that 
now the pound is out of Emu 
for the mean time, it will 
rise on any fears for a weak 
euro. A shaky Italian budget 
could boost it. for instance. 

Stephen Yorke, director of 
political research at SBC 
Warburg in London, agreed. 
He also rioted that the Bank 
of England, in setting mone- 
tary policy, would not have 
to worry about making base 
rates converge with lower 
rates in Europe. That 
removed one downward 
force on UK rates. 

But Tony Norfield. trea- 
sury economist at ABN- 
Amro in London, still 
expects the pound to Call to 
DM2.60 by the middle of > 
1998. as be thinks German , 
interest rates will rise by j 
more than base rates. "The | 
cyclical fundamental trends 
have not changed,” he said. 
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3X 

105.3 

Fore* 

FFr) 

69390 

+0X077 375 - 405 

3-0 

ansae 

39 

2.7731 

4X 

1032 

Germany 

(DM) 

1.7714 

+0X027 710 - 710 

-4.7 

456.855 

-39 

465223 

-29 

B5£ 

Greece 

(PD 

277490 

+0.005 370 - 610 

OX 

1.1046 

0.7 

1X930 

12 

07.7 

(round 

0E> 

14736 

+0X167 723 - 748 

OX 

2620X3 

0.0 

ffilXXS 

0.1 

762 


W 

1729X5 

+2.44 950 - 020 

3.6 

59X122 

3.7 

572622 

39 

102.1 

Luxantoourg 

(LFi) 

36X900 

+0X495 100 - 500 

3X 

3X232 

38 

3.1272 

39 

101 X 

Netaertands 

(FO 

1.9959 

+00031 954 • 964 

34 

114675 

32 

1121 85 

XI 

1009 

Nonray 

(NKr) 

7.1027 

+0.014 002 - 062 

OX 

293X7 

08 

289462 

IX 

919 

Portugal 

• m 

180.470 

+023 420-520 

1.6 

242X15 

1.7 

238.145 

22 

77X 

Spain 

(Pta) 

149X90 

♦0.115 370 - 410 

2.7 

12X161 

2X 

12X566 

ZB 

06.9 

Sweden 

(SKD 

7X067 

-0X271 032 -082 

5X 

2X66 

5X 

22656 

5X 

1DS2 

Switzerland 

(SFr) 

14716 

-0X015 712 ■ 720 

- 

- 

- 

- 

- 

1015 

UK 

» 

1X305 

♦00136 300 • 310 

2.7 

14556 

29 

14216 

3X 

- 

Ecu 


1.1122 

+0X004 118 - 125 


%PA 

Rata 

%PA 

Rate 

KPA ndax 

22 

122951 

22 

12.1711 

24 102.1 

ZX 

362035 

25 

35X1 

25 102.1 

2.1 

6.7113 

2.1 

6.6049 

2.1 1035 

2.6 

52671 

Z? 

5.1733 

24 809 

22 

59036 

2.4 

5.7948 

24 1049 

2X 

1.7596 

2.6 

1.7248 

36 102.7 

-5.6 

280X4 

-49 

28790 

-39 652 

OX 

1.4719 

05 

1.4723 

0.1 

-12 

1734.62 

-1.1 

173395 

-05 78.1 

2X 

36.3035 

25 

35.61 

25 102.1 

28 

19831 

25 

1345a 

25 1012 

24 

7.0598 

24 

69481 

22 995 

02 

18028 

02 

17921 

0.7 925 

04 

149.17 

OX 

147995 

09 76.6 

14 

75773 

15 

75033 

12 86.1 

44 

1.4S56 

42 

1.4101 

42 1059 

1.7 

1X243 

15 

1X088 

IX 1002 

-1.6 

1.1169 

-1.7 

1.1324 

-IX 



Open 

Sett price Change 

High 

Lew 

Est. wot Open int_ 

Dec 

96.16 

96.14 

-0.01 

96.19 

96.13 

7.192 

41241 

Mar 

9591 

95.76 

-0X1 

95X1 

95.75 

7.411 

52,357 

Jun 

9550 

9547 

-0X1 

9551 

95.47 

4.754 

31,096 

M THREE MONTH EUROMARK FUTURES (UFFE)- DM 1m posits of 100% 


Open 

Settprice Change 

High 

Low 

EsL vol 

Open fnt. 

Jan 


98.07 

+0X2 



0 

420 

Mar 

05.80 

05.80 

+0.03 

95.83 

95.77 

29596 

328858 

Jun 

9550 

9551 

+0.03 

95.54 

9546 

40215 

273287 

Sep 

95X3 


+0.02 

95.33 

9528 

11806 

195632 

■ ONE MONTlt BJMMMK FUTURES (UFFE)- OM3m points of 100% 


Open 

Settprice Change 

High 

Low 

Bsl uoj Open fnt 

Mow 


9843 

+0.02 



0 

60 

Dec 


96.12 

+0.02 



0 

5914 

Jan 


96.16 

+0X1 



D 

200 

Feb 


98.05 

+0.02 



0 

50 

■ THREE MONTH EUROURA FUTURES (UFFE)’ 

' Li 000m points of 100 % 


Opwi 

Sen price Change 

High 

Low 

EsL voi Open ant. 

Dec 

03-97 

9391 

-0.03 

93.98 

93X9 

10290 

106475 

Mar 

94.63 

94X0 

-0.01 

94.66 

9457 

8853 

103416 

Jun 

95X1 

9496 

-0X1 

95X1 

94.93 

6741 

82664 

sap 

95X1 

94.95 

-0.01 

95X1 

8492 

2997 

62279 


■ 1HRK ■ONtH EURO SMRSSFRAIIG FUTURES {LFFQSFrlm pokes oil 00% 


Argentina (Peso) 09985 


995 - 996 0X995 0.9996 


PS) 1.0999 +0X003 998 - 000 1.1000 1X995 


Mexico (Ne w Peso) 12X956 +0X682 838 - 076 12^33 12X7BS - 

USA (S) 1-6305 +0X136 300 - 310 1X350 1X285 1X282 1.7 1X243 IX 1X088 13 1051 

PocHc/MUXa EaaVAMca 

AUBlmia (AS) 25319 +0.0268 304-333 25383 22243 gXMq 2.0 25199 25 2.1829 25 922 

Hong Kona (HKS) 12X266 +0.1122 218 - 313 12X529 12X956 12X256 0.1 1 2X191 05 12X641 OX 

hda (ftj) 59X569 +0X155 979 - 156 59.1320 58X380 59552 -40 59X528 -4X 813323 -3X 

taraei (Sfcfc) 5.7306 +0X362 407 - 604 5.7693 5.7385 - - - 

Japan (Y) 187580 +3X8 633-922 198550 196350 198.76 65 194.735 65 185.75 6.1 128X 


3X 

2X3S1 

38 

2.1872 

32 

84.7 

Canada (CS) 

12852 

-0X101 849 - 655 

12861 

12846 

12821 

2.1 

12763 

28 

12556 

2.1 

642 

- 

- 

- 

- 

- 

- 

Mexico (Now Peso) 

7.72SO 

-0X23 200 - 300 

7.7310 

7.7190 

7X335 

-16X 

8X445 

-165 

6X55 

-152 


1.7 

1X243 

15 

1X086 

IX 

1062 

USA « 

Paefto/MUdte EteAMca 

- 

- 

- 

- 





1052 

2.0 

2X199 

22 

2.1829 

22 

922 

Auetrela ( AS) 

12688 

+0.005 684 - 633 

12607 

1X679 

12682 

05 

1X664 

0.7 

1258 

OX 

932 

0.1 

12X191 

02 

125641 

05 

- 

Hong Kong (HK$) 

7.7440 

+0X04 435 • 445 

7.7448 

7.7382 

7.7445 

-0.1 

7.7454 

-0.1 

7.7477 

ox 

- 



Open 

Settprice Change 

High 

Low 

Est. voi 

Open btt. 

Dec 

97X8 

07.96 

+OX1 

97X8 

97.04 

2964 

63460 

Mar 

97.74 

97.73 

+0.01 

97.74 

97.71 

2581 

46049 

Jun 

97X0 

97.50 

+0X1 

97X1 

97.48 

934 

27234 

Sep 

97X2 

97.3Z 

+0.01 

97X2 

97.31 

B8 

18331 




Mriayata 

IMS) 

5X263 

+0.1836 166 - 361 

5.4653 

5X936 

5.4306 

-OX 

54386 

-OX 

5.4572 

-05 

New Zeeland 

fC3) 

25360 

+0X17 362 - 307 

25478 

25307 

25412 

-15 

2545 

-1.1 

2.5456 

-OX 

pntppras 

(Hasp) 

55X881 

+0.7386 896 - 866 

56^396 

55X995 

55546 

-35 

557974 

-50 

56X544 

-2X 

Said Arabia 

(SR) 

6.1152 

+0X512 132 - 172 

6.1319 

6.1004 

6.1117 

0.7 

6.103S 

ox 

6X866 

OX 

Singapore 

(SS) 

2553S 

+13X379 510 -558 

25501 

25377 

25492 

2X 

25381 

2-3 

2.4908 

25 

South Africa 

(H) 

7X328 

+0X625 480 - 575 

7X894 

7X435 

7.7135 

-95 

7X314 

-95 

82683 

-6X 

South Korea 

(Won) 

1507j40 

+27X6 286 - 194 

1512X7 

1489X0 

. 

. 

. 

. 

. 


Taiwan 

CIS) 

48X534 

+2X09 351 - 717 

50X604 

465366 

48X966 

CL4 

49.797 

05 

485994 

05 

Thafend 

<P9 

615515 

+1X7 695 - 334 

62X610 

00.4770 

61X881 

-6.6 

62X497 

-5X 

63X799 

-3X 


l«to (Ra) 385200 +0X13 950 - 450 365470 38.19m 363575 -4X 36X425 -4.7 37X55 

taraal (EMC 3X269 -0X061 219 - 318 3X377 3X215 - - ... 

Japan (Y) 121300 *1.19 250 - 350 121.480 120X40 120.755 5.1 119.785 SX 115 485 

MaJeysla (MS) 33290 +OXB55 230 - 330 33480 35600 33325 -IX 33415 -IX 137(5 

New Zealand (NZS) 1X565 -0X027 559 - 571 1X583 1X665 1X573 -OX 1X587 -OX 1X688 


■ THREE MOHTH EIWOIBI fimiRES (UFFE) YIQOm pointa ol 10095 

Open Sett price Change H&, Low EsL voi Open InL 
Dec 9947 - 0 n/a 

Mar 98.44 +0X1 0 n/a 

Jun 9639 +0.02 0 n/a 

■ TMCE MONTH ECU PUTUFKS (UFFE) Eculm points of 100% 


t Rana tar Ocx 17. BUtoflor toned, h the Round Sprt tat*a ttm only the hat Ivm ctaekn* ptacas. Foraata na ea no, dreonr qucMd n the rrertw bit 
■a IqM by eaiM kamwr Ml Start* nta cct ojta sm) by the Ban* ol BitfpaL B4aa ang, 1BW • 100. toda* nband 1095. 04 00* m3 
Md+Wa h bom M Mf M Data Spot MM (tortwd tat. n-ff WIVRSnSB acaNQ SPOT RATES, ferns ratao me nnU by tho F.T. 

Tin im^nnoa rwna prinrl >1 tWn trim «* fen wlWHn nn [hn itamw m lain i1'a»aTTiiwi 


CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 


Oct 

20 

BFr 

DKr 

FFr 

DM 

f£ 

L 

R 

NKr 

Ea 

Pta 

SKr 

SFr 

e 

c$ 

8 

Y 

Ecu 

Belgium 

OR) 

100 

1647 

16X8 

4X49 

1X5S 

4735 

5464 

10.44 

494X 

409.0 

20X2 

4X28 

1.670 

& 702 

2.737 

332.1 

2.481 

Danmark 

(DKr) 

54.14 

10 

6X02 

2X25 

1X06 

2564 

2X66 

10X3 

2875 

2214 

11X7 

2.181 

0909 

2-053 

1482 

179X 

1.333 

France 

(FFr) 

61.51 

11X6 

10 

2X63 

1.143 

2913 

3X81 

11X8 

303X 

2515 

12X1 

2478 

1X33 

2.332 

1.084 

204 X 

1514 

Germany 

(D»fl 

20X2 

3X09 

3L353 

1 

0X83 

8785 

1.127 

4.010 

101X 

84X3 

4X94 

0X31 

0X48 

0782 

0565 

66.48 

0508 

Iretand 

PO 

53X3 

9X43 

5752 

2.61 D 

1 

2549 

2X41 

1047 

285.9 

220.1 

11X1 

2.169 

0X04 

2.041 

1.474 

178.7 

1X25 

ttaiy 

w 

2.112 

QX90 

0X43 

0.102 

0X38 

100 

0.115 

0411 

1043 

8X38 

0440 

0085 

0.035 

0.060 

0058 

7.012 

0052 

Nettwriands (FB 

18X0 

3X81 

2X78 

0X88 

0X4O 

868.7 

1 

3559 

9042 

74X5 

3X11 

0737 

0.307 

0X94 

0501 

80.77 

0450 

Norway 

(NKr) 

51.43 

8500 

8X82 

2-494 

0X55 

2435 

2X10 

10 

2S4.1 

270X 

1071 

2.072 

0X63 

1.950 

1.406 

1708 

1X66 

Portugal 


20X4 

3.739 

3X91 

0X62 

0X76 

9585 

1.106 

3X36 

100 

82,78 

4X14 

0.815 

0.340 

0.768 

0554 

67X1 

0498 

Spain 

(Pta) 

24/45 

4X17 

3X76 

1.186 

0.454 

1168 

1X36 

4.754 

1208 

100 


0X85 

0411 

0X27 

0689 

81X0 

0802 

Sweden 

(SKr) ' 

48X3 

8X71 

7.809 

2X29 

0X82 

2274 

2X24 

9X39 

237.3 

1964 

10 

1X35 

0.606 

1X21 

1.315 

1595 

1.182 

Switzerland 

(SFr) 

24X2 

4.585 

4X36 

1X04 

0.481 

1175 

1X58 

4X27 

122X 

1015 

5168 

1 

0417 

0941 

0.680 

8243 

0611 

OK 

R 

5956 

11X0 

9XB4 

2X86 

1.106 

2821 

3X54 

1158 

294.3 

243.8 

12.40 

2X99 

1 

2X59 

1.631 

197.8 

I486 

Canada 

(CS) 

26X7 

4X71 

4X87 

1X79 

0/480 

1249 

1/441 

5128 

1303 

107X 

5491 

1X62 

0443 

1 

0.722 

B757 

0X49 

USA 

(5) 

3853 

5747 

5X38 

1.771 

0X79 

1730 

1.996 

7.103 

1805 

1494 

7X08 

1472 

0X13 

1X85 

1 

1215 

0890 

Japan 

(V) 

30.12 

5562 

4X96 

1/460 

0559 

1426 

1X45 

5855 

148X 

123X 

6X70 

1X13 

0506 

1,142 

0824 

100 

0741 

Ecu 


40X3 

7504 

6X05 

1X70 

5735 

1924 

2X20 

7X00 

2007 

168X 

8459 

1.837 

0X82 

1.541 

1.112 

134X 

1 


PhUtphaa (Peso) 33X700 +0.17 200 - 200 34.7000 3X7000 

Sort Antta (SR) XT 505 * 904 - 506 X7507 X7S03 X7S12 -05 

Singapore (SS) 1X683 +0X103 055 - 670 1X675 1X848 1.5646 1 3 

South Afrtca (R) 4X935 -0X01 920-950 4.70GQ 4X910 4.734 -KU 

South Korea (Wrai) 924X00 +9X 000 - 000 928000 919X00 

Taiwan (IS) 30X755 +1356 510- 000 30.7210 29.7900 30X865 -0.4 

ThMand (BQ 37.7500 +0X 500 - 500 38X000 38X500 38.195 -14.1 

1 SOR twa per 5 tar Oct. 17. BtaroHw spraads In tta Defer Scot tafcta she* only Via tan mn rin 
auowd to Via m tatnt but ■« tatafeV by curort Im p act mm. UK. Msid A ECU are anted m US 
17: Ba*a a»«rapB 1990-100. 

The orchanga rates printed in Mb tebto are dao aratoeto an the maner at hrW/w— JTxrxn 


OTTlS« Rfbkfj ev FUTURES LIMITE D 

& FOREX 38 DOVER STREET, LONDON WUC SRB H 
TEL: 0171 629 U3S FAX: 0171 495 0022 fifl 
bttp://wv.b!l.co.ak W 


43 1290 
-13 
-0.9 


3.7522 -02 3.7569 -02 

1X606 14 1X413 IX 

4X136 -102 5.116 -9j0 

30.5955 -0.3 80X88 -04 - 

38X -122 40.13 -63 - 

4not ptacaa. Fenaard rated we rdl dbetriy 
cuianey. Of. Morpan rnmnei ntaa Oct 



Open 

Settprice Change 

High 

Low 

EsL wol Open im. 

Dec 

95X5 

95X6 

+002 

95.37 

95.35 

707 

10737 

Me 

95X2 

95X3 

+0.01 

95X4 

95X2 

332 

6346 

Jun 

95.14 

85.15 

+0.02 

95.15 

95.14 

156 

5871 

Sep 

95.06 

95X7 

+002 

95.07 

95-04 

289 

8185 


* LffE haiaw alao traded on APT 

■ amount OPTIONS {UFFE) LIOODm pants of 100% 


Strike 

Price 

Dec 

- CALLS - 
Mar 

Jim 

Dec 

- PUTS - 
Mar 

Jun 

9375 

025 

0.90 

1X4 

0X9 

005 

0.03 

9400 

010 

068 

1.01 

019 

0.08 

005 

M2S 

0.04 

0.48 

Q.7B 

038 

0.13 

007 


Est «oL Ilia V. Cafe 3360 Puts 3606. Pimm Oa/a open h. Cafe 232993 naa 112670 


All Futures, Options 
& Margined Forex 

Conrad; James Allan 
Tet 0171 337 3W9 
Ita: 0171 3J73997 
Web Site hnpXwanr^niuaua 



Union 


MARGINED FOREIGN EXCHANGE 
FUTURES & OPTIONS 

24 HOURS |-| 

httpv'/wiMv.urisncal.eorr: l.f I 


0171 

283 

8333 


F2a 0171 522 3317 

c . i ' s f \ c y - v a c ; '.1 • >; r c o k r o 2 atiu p l C 


ED& F MAN DIRECT 


lmfcFa»a«.fc) P b T u»dEiMirn»fc 


FLOORS NOW nmOABLE 
TO rmVATS INVESTORS. [ 


Itetah Kionar. Frea* frmc, Nowagtei Kroner, and ferula h Kronor jm 1ft Btegfen Fur*, tan. 1 
■ P-—AHK FUTUHEt QMM) DM 125.000 per DM 


1 0MM) Yen l2Xm per Yon 100 


•AfWa; * : •'••• i' 1 ’ .i::'.-. 1 ’ >M'-. t it:- ■ ■ Ms-i.t's. 

l n i..4 v 7 o; t, ,. c . , -L 


AAarket-Eye 



Open 

Lata* 

Change 

High 

Low 

Est- wol 

Open Int 


Open 

test 

Change 

High 

Low 

Eat wol Open InL 

Dec 

0X752 

05654 

-0X011 

0X870 

0X843 

49X11 

89.193 

Dec 

08355 

0X304 

-0X060 

08367 

08298 

19,728 

B5X75 

Mar 

0X683 

05688 

-0X007 

05887 

05579 

182 

2X44 

Mar 

06420 

0X420 

-0X048 

08424 

08420 

60 

917 

Jun 


05715 

-0X004 

- 

0X715 

1 

2.817 

Jim 

- 

0.8535 

-QX049 

- 

OB535 

2 

185 

■ san 

St FRANC FUTURES OMM) SFr 125X00 per SFV 



■ ttWJW rUTUWM QMM) 032X00 per £ 




Dec 

08817 

0X812 

-00015 

0.6840 

0X802 

28451 

414® 

Dec 

1.8206 

1.8284 

+0X144 

1.8312 

1.8148 

10174 

30X05 

Mar 

06883 

0X883 

-0X008 

0X883 

06878 

322 

1.831 

Mar 

1X220 

1.8236 

♦0X152 

1.6236 

1X220 

3 

257 

Jin 


0X955 

+0X001 

- 

- 

3 

287 

Jun 

- 

1.6170 

+0X140 

1X170 

- 

- 

27 


0 S 00 321 321 | 

wnvn jry .. 1 1 ,.- c:„ v 


UNION TAX-SHOP LTD 

Fbr all your tax and self- assessment needs 
Tax Returns from £60 

TEL: 0345 585573 / FAX: 0345 573376 


TENFORE 


Rsa: li~? cl:::-. 1 
coverts* ol 


For more in‘o and FREE demo diK ccl‘: Cir, r 


-■ s ’* 


UK INTEREST RATES 


LONDON MONEY RATES 

Oct 20 Over- 7 days One Three Sbt One 

* nl^it nodca month months months yem 

MattoenkStfetag TV - ft'lA -7ft 7ft -7ft - Tk ?!».- lh 7% - Tjg 
Storting CDs - - TV - 7ft 7ft - 7ft 7fl - 7ft 7U - 7JJ 

TreaBUry Bits - - 7ft - 6ji JV • 7 ■ 

Balk BUS - - 7 - 6H 7V - 7ft 7ft - 7ft - 

Load attiherty depe. - 8ft 7-6^ 7ft - 7 7ft - TV 7?* - Tft 7JJ - 7ft 

Discount Market daps 83 - 6H 7-8% - 


BURS EUROPEAN CURRENCY UNfT RATES 


UK deerfng bank been tareans rata 7 par oert from Ai« 7. 1897 

Up to 1 1-3 SX 6-8 9-« 

. . month month montfw mortihs months 

Carta of Toe dap. £ 100 , 000 ) 2h SV 5 5 «V 

Cad* ol Ttat dap. «tar todUBDIs ifcr Mi 
Awe. saidta rote ol daoou* on Oct 17. 6X377pa ECGD tad rsia ga^Bport nnanoe. W«a 
up pay Sap S0 l 1967. Agreed «» ta - period Oct SS, 1897 to 20. 1997i 6X4 pc. 

MS2^mt»pado^3aieB7toaapmiflOT.8ohtataW&V7aa4^Fi«c. 
Houm Baaa FUa 7%po from Oet 1, 1997 

■ THBB MOWTH WmiO FUTUHaS (UFFq CflOftOOQ polrts of 100R _ 
Open Sattprtoe Change Hflh Low &fc wol Open InL 
Dec 92X6 +0.01 32X8 92X9 24871 133018 

ii- pm ftgJta +0X1 82X4 92X3 S5143 119387 

Jun spun 92X6 - 92X7 02X5 28294 66239 

Sap eo . pr 82.70 4L08 92.71 92.80 ■ 2008 64368 ' 

S 92.75 92.91 -009 02X2 92X9 12339 63338 

Also trretad on AFT. Afl Open Msreat figs, ere far prarioie Oey. 

m ***r»T THUMP <M»TKH«8 (UFFO £5«LO00 poblto of 100W 


Oct 20 

Ecu COL 

Rate 

Change 

K+Afrom 

94 spaed 


rates 

egaMtEou 

an day 

can. rota 

v weaken 

(rated 

0798709 

O7507B5 

-0012429 
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COMMODITIES AND AGRICULTURE . 

Coffee falls llndia set to use more gold 


by more 


By Mark Nicholson in Now 
Delhi and Kenneth Gotxflng 
in London 


than 5% 


MARKETS REPORT 


By Gary Mead 


Coffee prices tumbled by 
more than 5 per cent in Lon- 
don yesterday, with the Jan- 
uary future nmahirig a t 
$1,506 a tonne, 981 lower 
than the previous dose. 

Traders said the hectic 
late-aftemoon selling cm the 
London International Finan- 
cial Futures Exchange was 
inspired by technical factors. 

Investment funds off- 
loaded long positions - in 
effect, bets that prices would 
rise - in spite of potentially 
bullish news, including a 
deterioration of a Colombian 
truck-drivers' strike that 
started on Sunday. 

The stoppage appeared to 
have paralysed the port of 
Buenaventura, through 
which pass 60 per cent of 
Colombia's coffee exports. 
The third strike in a year, it 
coincides with Colombia’s 
main harvest, when some 60 
per cent of the annnai crop 
is gathered. 

The dispute also comes on 
top of a long spell of unusu- 
ally dry weather in Colom- 
bia. which will probably 
affect the quality of as many 
as 300.000 60kg bags, three 
t-imPS more than at| f jr» lpfitad 

Lack of rain also threatens 
coffee production in the 
Indonesian provinces of 
Bengkulu, Lampung and 
Sumatra, which account for 
70 per cent of Indonesia's 
coffee production. 

In a normal year Indonesia 
produces about 450,000 
tonnes of robusta coffee 
b eans , which are used pri- 
marily in soluble or Instan t 
coffee. Estimates for this 
year’s harvest have already 
been scaled back to 300,000 
tonnes, but more pessimistic 
estimates suggest it could 
fall to as low as 220.00Q 


tonnes, while forecasts for 
the 1998 crop are already 
down to 300,000 tonnes. 

Indonesian coffee harvests 
no rmall y start in April but 
1998*3 could be delayed by 
several months, and the 
quality is likely to be poorer 
than usual. 

Lawrence Eagles, commod- 
ities analyst with brokers 
GNI, said various factors lay 
behind the bearish mood. 

“There has been a techni- 
cal break but we’re also at 
the start of the Central 
American harvest, which is 
expected to be good," he 
said. “International roasters 
are much better covered 
th«n they were this firnp last 
year, and there are also 
signs that the 1998-99 crop in 
Brazil will be very big 
indeed. Whatever problems 
Indonesia faces are in the 
future, and Vietnam’s 
increasing production will 
in any case be a good 
substitute.” 

Vietnam is well placed to 
make good any Indonesian 
shor tfall, as its 1996-97 crop 
Is likely to show record pro- 
duction. of 300,000 tonnes, 
with a minimum of 350,000 
tonnes next year. 

The slide in coffee futures 
bad already hit New York’s 
Coffee, Sugar and Cocoa 
Exchange last week, but the 
December future dipped 
again yesterday from its 
opening level of 150-30 cents 
a pound. It fell to 148.50 
cents, before recovering to 
15025 cents in late morning 
trading. 

Last week's volatility in 
ofl fixtures seemed to have 
ebbed away. The December 
contract for Brent crude 
edged up slightly in morning 
trading on the int emarinnfli 
Petroleum Exchange, though 
in later trading it slipped 
back to stand just one cent 
higher, at $19.76 a barrel. 


India, - already one of the 
world’s biggest gold bullion 
markets, is likely to con- 
sume more of the precious 
metal in the long farm as a 
result of a farther easing of 
import restrictions, analysts 
suggested yesterday. 

However, the changes 
could hit gold trading in 
Dubai, which at present re- 
exports 80 per cent of its 
gold to India, they warned. 

The Indian government 
last week announced that it 
would allow ll selected insti- 
tutions freedom for the first 
time to buy unlimited quan- 
tities of gold for retail sale in 
| the domestic market. 

It said the move was 
designed to curb gold smug- 
gling and provide a farther 
Chip to jewellery makers in 
India. It also it was a 
step towards the eventual 
goal of making the rupee 
fUEy convertible on the capi- 
tal account, allowing full 
freedom for the international 
transaction of financial 
assets. At present the rupee 
Is only partially convertible 
on the capital account, hav- 
ing been fully convertible for 
trade since 1994. 

By reducing the amount of 
smuggled gold, an estimated 
120 tonnes a year of India's 
total consumption of 500 
tonnes, the move is also 
expected to raise state 
revenues from duties, 
which remain unchanged at 
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New import rules should provide a fillip to India’s jewellers 


Rs220 ($6) per lOg of gold. 

The nominated institu- 
tions’ dollar purchases of the 
metal are also likely to intro- 
duce some downward pres- 
sure an the rupee, which has 
remained firm — and in the 
view of many of India's cur- 
rently struggling exporters, 
overvalued - by virtue 
of strong capital inflows 


and weaker I ndian imports. 

The nominated state-run 
agencies and banks, includ- 
ing three foreign banks, 
were previously allowed to 
impart gold only to sell on to 
exporting Indian jewellery 
makers. 

Others could impart gold 
legally only under special 
licence. The Reserve Bank of 


India, the central hank, has 
also been allowed for the 
first time to nominate other 
h anks or agencies to import 
themetaL 

India’s high consumption 
of gold is spurred by heavy 
demand in rural India for 
jewellery, widely used as a 
stare of wealth and an essen- 
tial gift and ado rnme nt at 
weddings - of which there 
are reckoned to be as many 
as 10m a year. 

Rhona O’Connell, analyst 
at specialist stockbroker 

T Boare, “Gold demand 
in Indi a is driven more by 
good harvests and people 
buy only what they feel they 
can afford - selling your 
gold in India is tantamount 
to admitting bankruptcy. So, 
if ipdfan gold prices come 
down because of this, off- 
take should increase. That 
won’t ma k g much difference 
fids year, however.” 

She said that traders in 
Dubai would now be worried 
because Tradia. might impart 
much more gold directly and 
th reaten Dubai's position as - 
the leading gold redistribu- 
tion centre. 

The authorised Indian 
imp orters are the State Trad- 
ing Corporation, MMTC. and 
Handicrafts and Handloom 
Export Corporation of India 
- all state institutions - 
along with State Bank of 
India, Bank of India, Canara 
Rank Indian Overseas Bank, 
Allahabad Bank, and also 
three foreign banks: Bank of 
Nova Scotia. ABN-Axnro and 
Standard Chartered. 


Record silver demand forecast 


By Kenneth Gooding 


Global demand for silver this 
year will exceed the record 
815m ounces recorded in 
1996, the Washington based 
Silver Institute predicted 
yesterday. 

The Institute made the 
forecast after reporting that 
India, the biggest importer of 
silver, had absorbed 50 per 
cent more in the first eight 
months of this year com- 
pared with 1996. 


Data provided by the Gold 
Fields Mineral Services con- 
sultancy showed that Indian 
silver imports had already 
topped the record 105m 
ounces achieved for the 
whole of last year. 

Paul Bateman, executive 
director of the institute, 
which represents silver min- 
ers, refiners, fabricators and 
manufacturers, said that 
while some rise in newly- 
mined silver was expected 
this year, demand would sig- 


nificantly outpace conven- 
tional supply - from mines 
and recycled scrap - for the 
eighth successive year. 

Since the first week in 
June, silver stocks on the 
New York Commodity 
Exchange bad fallen by 
about 66m ounces, compared 
with a 13.3m fall in 1996, 
GFMS pointed out Much of 
this had been exported to 
the UK by arbitr a geurs tak- 
ing advantage of the pre- 
mium of London over New 


York prices. However, 
“despite this shift, bullion 
stocks in the principal Euro- 
pean dealers’ vaults also 
have continued to EaU this 
year." 

GFMS suggested that 
growing rural incomes in 
India had contributed to the 
increase in silver imports, as 
had a lower local price. Nev- 
ertheless, the Indian price 
this year had been only 5.6 
per cent lower than the aver- 
age in 1996. 
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■nr 

167B 

-4 

1695 

1673 2,166 28397 

Feb 

60700-0325 61350 60025 2051 

8037 

fite 

4167 

-06 

- 

- 

7B 942 

Jtf 

39000 

+400 391.00 38400 

773 12087 

■to 

1896 

-6 

1713 

1710 782 12024 

tor 

56.600-0300 59300 58025 812 

3077 

tel 

4122 

-0.6 

4155 

4150 

1 21 

top 

38400 

+400 30000 39000 

11 

88 

tel 

1717 

-6 

1734 

1725 443 3029 

Job 

65025-0025 66.100 65000 143 

1078 

Total 





LT72 13017 

Dm 

40500 

+500 405.00 40200 

13 

2064 

top 

1735 

-3 

1741 

1740 79 4.77B 

Jri 

64.125-0025 64050 64000 79 

939 


■ PALLADMJM MYMEX (100 Troy oz.; Sflray oej 
Dk 210J3S - 21150 21005 572 3322 


Z10J3S -21150 2I03S 572 3322 

206.65 - 21000 206.65 30 650 

203.15 4 112 

197.15 2 

008 4691 

■VHI COMEX £5,000 Tmy qe; Cantartmy oz) 

4905 -IS - - 6 6 

4920 -20 1 

4818 -20 48641 487.0 11.182 67.281 

435-1 -20 - - 5 20 

499.7 -20 50141 4810 1389 19,783 

5024 -20 4895 497.5 1,723 2,675 

16732100053 


Trial 11,434 100(2 

■ MAIZE CUT (5,000 to min; cante/56B> buahat) 
Dm 2834)0 +100 2684)0 28025 45060207,461 


Dm 2834)0 4-14)0 2884)0 28025 

■tar 28225 +050 28500 29000 

May 2984)0 +14)0 30050 2954)0 

M 30200 +0.75 30450 29925 

Sap 22245 +250 22275 2894)0 

Dm 29000 +250 29050 28650 

Total 

■ BARLEY UFFE (100 tomes; £ 


45089207,461 
14451 84,414 
4*28 27,556 
5.110 36289 
146 2550 
2365 21.714 
72822 3909M 
per torme) 


Die 1752 -3 1732 1752 71 9,100 

UM 7,906 U 3,138 

■ COCOA QCCO) (SDffa/toone) 

Oct IT Rice fiSK day 

IM)f 1277.46 126075 

■ COFFEE UFFE (5 tonnes; S/tonne) 


Mg 61150+04)25 61200 634)00 


7^37 assn 


■ PORK Banes CME (4OhO0lbB; cents/bs) 


ENERGY 

■ CRUDE OB. NYMEX (1,000 bands. S/barrel) 


Do* 7675 -0.75 7625 7175 3 852 

JOB 70.85 -020 792S 79.B5 20 14)78 

Bar 0250 -0.50 8250 6250 1 375 

Mar 8425 -050 23 

Sap 63.00 -1.00 6 

Total 24 2329 

■ SOYABEANS C8T frOOOta mis; ceeMOb buM) 



Latest 

toy's 



toes 


price 

change 

into 

Lew 

W tat 

to* 

20.66 

+007 

20.75 

20.45 39061 44.400 

Dm 

2006 

+0.12 

2006 

20.62 56788 108.1k 

Jm 

2001 

+031 

aing 

2006 

8004 48053 

frii 

ran? 

+028 

2006 

pn«s 

4,426 28079 

Om 

20.71 

+033 

20-70 

2004 

2.191 18043 

Ate 

2000 

+0.11 

20.68 

2147 

1040 13042 

Total 




119058422047 

■ CRUDE OB. IPE (S/tarri) 



Latest 

toy's 



Open 


prica 

Griaago 

■to 

law 

Vri tat 

Dm 

19.74 

-001 

1908 

19.63 16,104 76074 

ten 

1977 

-001 

1908 

1905 

8010 34,112 

Hri 

19.75 

— 

1980 

1903 

2032 14015 

Mar 

1903 

- 

1908 

1900 

545 5011 

tor 

1902 

-0.10 

19.44 

1908 

297 3381 

May 

1937 

-001 

1903 

1025 

466 3015 

Trial 





alb a la 


Hot 6914)0 -1.00 706.00 667.00 41.610 77,737 

On 6954W -14)0 71100 6904X) 9583 44,057 

Mar 70275 -1.75 72000 68850 4,123 10516 

Mi y 70750 -125 7214)0 70350 1558 14,705 

to 71350 -14)0 7284)0 7104)0 1.794 12941 

Abb 71 14)0 +1.00 72200 7174)0 18 475 

Total 52607172400 

M SOYABEAN OIL CBT jBOjMQtos oantaffia) 
Oct 24.41 -0.12 2450 24.36 253 585 


Oct 2441 -0,12 2450 24.36 253 585 

Dm 24.70 -ail 24.87 2401 74)52 56276 

■tan 2450 -0.13 2105 2455 1,787 21,951 

Mar 2515 -0.14 2132 25.10 1,225 11554 

May 2528 -021 2545 2523 552 7,341 

to 2538 -020 2558 2537 109 1044 

Total H9B4 107,447 

M SOYABEAN MEALC8T (100 tone; $7tor) 


■ NEA7TNQOL (taOOO IS pate CUSglfcJ 


Spot 16300 3 c 


Latest Day's 
lotos cfeMM Be* 

Dob 57.85 +045 584)5 

DSC 58.70 +056 5090 

Jm 5940 +066 59.45 

Feb 5560 +056 5060 

mm 5970 +0458 58.75 

)Mr 56450 +OII 5060 

ToU 

M OASOOHOWng 


LOT VM let 

57.25 124)43 381619 
5751 9.867 44,611 
5870 1787 21,811 
5095 1782 11467 
5025 281 8.187 

5060 594 54*2 

2740144442 


Oct 2215 -14 2Z7-5 221.3 1.676 2033 

Dm 2214 +09 2Z7.0 2113 11.087 45,789 

JM 220.7 +02 2255 2105 3597 204)18 

Mar 2102 +07 2235 2100 3,037 19,108 

May 2175 +15 2215 215.5 2536 15555 

Ad 2195 +15 2225 2105 B96 10597 

Tetri 2128} 111821 

■ POTATOES UFFE (20 tonnes; £ per tom e) 


tor «0 -40 6 

Iter 95.0 +05 - _ - _ 

Apr 1210 +9.0 1201 1135 188 1.106 

(toy 130.0 +95 - - - 22 

Jm 1405 +00 

Total UB 1,137 

■ FRSGHT (BFFEX) UFFE (SUVntax point) 


tor 1482 -74 1555 1460 2550 11,506 

JM 1505 -61 1572 1505 7500 11268 

Mar 1518 -74 1577 1518 1500 1201 

May 1526 -71 1583 153 200 1,622 

JM 1536 -75 1593 1550 75 474 

Sep 1548 -75 1590 1590 20 211 

DM 11746 35572 

■ COFFEE -C CSCE p7,50Q8»; cents/lbs) 

Dm 150.70 +140 15125 14850 7822 11,838 

Mar 13050 -040 14150 13825 2584 7,838 

May 138.75 +055 1384)0 13550 534 2,430 

JU 13X25 +035 13450 13125 474 2414 

Sap 128-75 -015 13050 12025 455 870 

DM 124.75 -015 12000 124.75 1 84 578 

Tatal 124® sjm 

rn COFREE (ICO) (US cents/pound) 

Oct 17 PM. day 

Comp, dsly 11754 121.70 

15 My average 12555 126.11 

M WHTJE SUGAR UFFE (50 tonnes; S/tame) 

Dm 3001 -05 3015 3011 41 1874 

Mm 306.5 -06 3002 306.1 40 15,353 

May 3105 -14 3105 3119 200 3563 

tog 3114 -15 3145 3145 200 2569 

Oct 3122 -24 314.0 3145 2 3525 

Dec 3155 - - - - 134 

ToW 2381 34539 

M SUGAR 11* CSCE pi2500lt>a; cmts/lte) 

Mar 1155 +0.17 1158 116310565 90,218 
Hey 1156 +012 1158 1159 1,782 25,134 

JN 11.77 +013 1150 1150 1,140 11148 

Oil 11.73 +013 11.75 1166 730 16588 

Mar 1154 +007 1156 1153 312 4548 

May 1151 +055 11.54 1154 2 229 

TOW 14055156066 


59500-0550 61.125 59250 1,220 6556 

59550-0550 80500 59.150 143 851 

60550-1500 62100 60400 15 187 

61550-1525 61200 61.100 14 132 

61875 - - 60575 1 13 

1,382 4069 


LONDON TRADED OPTIONS 

Strike price $ tonne — Cells— — Puts — 


M ALUMINIUM 

(89.7%) LME 

1500 

1800 

1700 


Dec Mar Dec Mra 

.. 122 149 3 17 

.. 46 82 27 48 

..10 38 90 101 


(Grade A) LME 


Mar Dec Mar 


2DQ0 _ 

100 

179 

16 

*7 

2100. 

90 

120 

48 

85 

2200^ 

43 

75 

89 

139 

■ COFFEE UFFE 

Jan 

Mar 

Jan 

Mar 

1550- 

55 

100 

100 

132 

imn 

38 

84 

133 

108 

1650 ... 

26 

68 

171 

198 

■ COCOA UFFE 

Dec 

Mar 

Dec 

Mar 

1100 . 

33 

77 

38 

57 

1125 ~ 

23 

65 

SI 

70 

1150 

15 

55 

68 

85 


M BRENT CRUDE 
IPS Nw 

1950 - 

2000 - 

2050 32 


Dec Nov Dec 
55 
78 


LONDON SPOT MARKETS 

M CRUDE OQ. FOB (per barrel) +or- 


H COTTON NYCE (50,0008)8; certs/! bs) 


■ HIGH GRADE COFFER (COMEX) 



salt 

toy's 




Open 


(rice chuge Hfeft 

Lera 

DU 

tat 

Ocl 

9505 

♦is 

9705 

9400 

222 

682 

Hn 

96.40 

+135 

9700 

9800 

70 

2049 

Dec 

9605 

+130 

8830 

9500 

2089 26748 

Jan 

9605 

+100 

9700 

96.10 

14 

1058 

Fab 

9605 

+100 

_ 

— 

IT 

T.157 

Mm 

Total 

9600 

+0,70 

9800 

9000 

78 6089 
3027 B041 



latest Otar's 

Opffi 

Oet 

1326 

-14 

1335 

1325 

22 

689 


pries 

ctongs Mffi imm 

Vri tat 

Itae 

1390 

-17 

1408 

1385 

51 

611 

■or 

17935 

-435 18135 \T625 

7099 35702 

Dm 

1400 

-15 

1400 

1398 

12 

102 

Dae 

16035 -435 18235 179.75 

0046 20089 

tea 

1405 

-15 

1405 

1400 

25 

654 

Jan 

18135 

-4.75 16300 18135 

404 15.134 

tor 

1430 

-15 

1430 

1430 

1 

316 

Fto 

18100 

-400 18300 18100 

312 7038 

Trial 





121 

2039 

Mar 

179.00 

-400 17900 17900 

114 5,146 


CtoM 

Fra* 





tor 

17625 

a 

1 

2 2005 

BH 

1343 

1352 





Total 



izmwaa 

— _ _ , j 

PULP AND PAPER 




PRECIOUS METALS 

■ LONDON BULLION MARKET 
prices supplied by N M RotfccMd) 


OoW(Troy 02) $ £ equfc SFr equhr 


188.780 478.074 
189595 477531 


Close 3200M240Q 

Opwtfnfl 3245032400 

Morning fo 324.26 108.780 478074 

Afternoon fbc 32350 180595 477531 

Day's High 32555-32533 

Day's Low 3233052150 

PteKMS CkW 36M-JM8A® 

Loco LxJn Mean Gotd Lending Retee (Vs USS) 

1 month 2.71 6 months ZB 3 

2 months 2.71 12 months 3.14 

3 months 3.62 

StoerFbc prtroyoz. ^Sebeqiliv. 

Spot 30330 40190 

3rm*r!hs 30&50 

6 months 309.70 500.75 

1 yger 31&25 508.15 

Odd Coins S price EaqdJL 

K.mmnd 327-329 20W202 


NOV 11250 -+0.190 11250 13.110 175 1,150 

Dsc 11660+0.18015550 15500 195 1.435 

ToW 67V UI1® 

■ IWnWALGASIWiHpOAOOBaaas^SteBaU 

Latast Da fa 

prica e tear tfp Low W M 

Nov 3/455 +0.167 3470 1300 3ZJB39 45.77T 

Dm 3 035 +ai82 1540 X870 1250) 42028 

Jm 3485 +0.171 3.485 1335 8251 28.422 

Feb 3990+0b12S 3990 1W 1977 20000 

mm 2.755 +0090 2755 2975 1277 14,751 

Aw 2435+0052 2438 2380 580 9JB3 

86,179240290 


M PULPEXOMLX (88:24 dr dry tans) 
Sel Day's 

price change HN Im H 

Mar 59800 +2.00 50600 59540 10 
Total 10 


DM 71.12 -051 7101 7006 3409 50,266 

Mar 7Z53 -051 7105 7235 902 16008 

Kay 7337 -053 7100 7330 187 8323 

M 7433 -142 7400 74.10 225 7025 

Oct 7540 -140 7540 7540 89 010 

DM 7645 -035 7630 7545 688 8,627 

ToW 1577 82678 

M ORANGE JUICE NYCE (15,000taa: cwns/tbsj 
toe 6170 +035 6840 68.00 1047 72389 

Jm 7205 +040 7220 7130 1,957 15,169 

Mm 75.15 +135 7S30 7400 768 9011 

■ay 7835 +02 7830 7800 127 2309 

JM 8135 +125 - 8140 BO 1015 

Sap 8435 +035 8100 8300 70 388 

ToW 4,768 48007 


DubN SI 8. 76-8 09 m -O.S95 

Brent Blend (dated) SI 9.32-9-35 -O.TB5 

ftent Blend (Dec) Si 9.77-9 .80 -O.66S 

W.T.L S2O47-O09W -0.71 

■ OB- PRODUCTS NWC pi MSM deSrsy CF (m) 


Premhim GasoSne S2l 0-212 

Gas 08 $181-183 

Heavy Fuel OB SI 00-1 02 

Naphtha SI 83-195 

Jet fuel $187-198 

“Mel $166-190 

M NATURAL GAS pencefthemO 


COMMODTTTE£^IEWSJ3IGEST 

UK dairy farmers 

back joining Emu 

— ^ntiid benefit UK 


athre, wffl 

bewoserftte m*ct 

based dairy smport to stoneleigh, Warwick- 

not a panacea. T™Ja 

^ »ai continue before the OK ; 


without a greater canmutment by dairy processors ., 

thfuK tomato industry .which has seen 

+Sn 2S dbt cent from last year as the pound has nseii 

against cSrenries in Spain and the NetheriMd^moor 

SStors. “Stable esdiange * &*™^ }*_* 
investment planning." Gmy 
vmrHpiiltnre ccnsnltant, will tell the -conference- _ 


pend.nt horticulture ccuaulmrt. Ml 


■ WHEAT FUTURES 

Matif silent on revamp reports 


MaHf the Erendi futures exc h ange, yesterda y reus ed, to J 

comment cm i^KJrts that tt was plann^ to ; 

wheat futures contract Traders claimed low trad&gvol- .. 

innes bad forced the exchange to rethink tiie contract, 

launched in July 1996. *>,«««♦ 

Matif s wheat futures contract was promoted as ttie first 
Europe-wide wheat contract It was projected to achieve 
tinn y tr ading volume of 1.000 lots within two years. But 
the complexity of the contract has contributed to slg nlfr 
cantly lower results than that with September registering 
only 800 lots for the entire month. The Dutch exchange. .. 
ATA abandoned its attempt to run a wheat futures con- 
tract almost a year ago. ’ GatyMead 


■ VIRGIN ISLANDS ALUMINA 

Plan to restart idled refinery 


Alcoa World Alumina and Chemicals, a joint venture 
between the Pittsburgh-based Alcoa group anil Australia’s 
WMC, said yesterday that it plans to restart Its idled alu- 
mina refinery in the US Virgin Islands, in order to meet 
next year’s demand. The St Croix refinery, which last 
Operated n 1994, has a capacity of 600,000 metric tonnes a 
year, and will take about 10 to 15 weeks to move back -into 
operation- 

AWAC, in which Alcoa is the larger partner and which 
accounts for about 25 per cent of world alumina output, 
acquired the refinery f rom the Switzerland-based Glen- 
core trading company in 1996. Paul O’Neill, Alcoa chair- 
man, said the company’s alumina capacity was already 
“sold out" for next year, even taking account of themate- 
rial which would be produced by St Croix. 

- . Nikki Tent, Chicago 



CROSSWORD 

No.9,511 Set by QUARK 



Bactan (Nov) 1330-13.30 +020 

PetwmMn Apus. Tat London (Erin? 353 B782 
m OTHER 


VOLUME DATA 

Open interest and Volume data atom tor 
con t rac t s traded an COMEX NYMBC, CBT. 
NYCE. CME. CSCE and I PE Crude Ol rae 
one day In amrc. Volume & Open Merest 
totals are for 80 traded months. 


FUTURES DATA 

fiB futures date suppSed by CMS. 


INDICES 

■ Renter* (Base: 18/8/31 a 100) 


H UNLEADED GASOLINE 
KYMEX {42J00 US pito; dig gate) 


Stow fix 

Spot 

3 month* 

6 months 
1 year 
GoM cates 
Krugerrand 
Maple Leaf 
New Sovereign 


UScteeqiiiv. 


Latest Day’s “P" 

ptaa teaaga 10* In W W 

5900 +039 5&B) 5845 14383 27.734 

59.15 +044 5MB 58.80 6048 22.154 

5115 +OSS 9020 5840 2008 16048 

5140 - 5940 5115 1474 8022 

59.70 +0.45 5040 59.70 1394 1116 

6240 +170 6240 52-18 619 4,012 

29011 93001 


Tea froni The Tea Botara’ Asaodatton 
Landed: There was good demand for 
tended tea. Aseama came m a firm market 
with prices genarafly wchangad. Coiouiy 
Kenya* and Improving Burundi* were 
dearer, trfife Mgitm Iquorteg aorta wme 
about steady. Offshore: Gotoury East and 
Central Africans ware Uy Ifcmar to dearar. 
Quotattona for this sale: Landed: best 
avalabto 200p; good 157p; good rrwfian 
152p: nwftjm l42p; tow medium 120p- 
The highest prioe realssd this w*Nc was 
ZGQp for an Assan OF. 


Oct 20 Oct 17 month ago year ago 
16524 1BB6.7 19170 18S.1 


■ CRB Futures (Baaa: 1967 = 100) 

Oct 17 Oct 16 month ago year ego 
242-32 24332 

M GSCl Spot (Baeec 1870 p 100) 

Oct 17 Oet 16 month ago year ago 
204.12 2QE69 19436 210.06 


LME WAREHOUSE 

Ahorinbxn 

+1000 

(tsawaal 

to 

743050 

Abarinftan tooy 

-400 

to 

48.100 

Copper 

-300 

to 

338025 

Lead 

-575 

to 

119,100 

racket 

+132 

to 

64082 

2tae 

♦460 

10 

468,700 

Tin 

+210 

to 

10.730 


Gold (per troy oz)i 
9ver (per tray o$$ 
Plattoum (per troy cej 
PNtadkun (per buy ot) 
Copper 

Lead (US prod) 

Tin (Kuala Limpur) 

Tin (New York) 

CBttte (toe weight) 
Sheep (tve we^rt) 

P»9B (toe wafgMJT 
Uai. day sugar (raw) 
ten. day sugar (wtej 
Bertey (Eng. feed) 
Mafza (US No3 YeBow) 
Wheat (MS Dark North) 
Rubber (Ncvflf 
Rubber (Decjf 
Rubber (KLRSSNol) 
Coconut CM (RWJf 
Patoi 08 (Malay 
copra mi 
Sayabeens (US) 

Cotton OuttotaCA’ index 
Woottops (54s Super) 


ACROSS 

l Ten parts rebuilt In church 

feature (8) 

5 Bird with firm back taken 
into an animal doctor (6) 

9 Hairdo office demolished 
outside the city (8) 

10 Picks up different angles 
(6) ^ 

11 Shell case crushed, left by 
dock (8) 

12 The atmospheric distur- 
bance is not mo ving (g) 

14 Rugby charges? (6,4) 

18 Row at the stake is a sfai 

22 A hundred at the card 

_ game? Not good (6) 

23 Point out the peculiar Inca 

diet (8) 

24 Language of artist bom in 
leading century (g) 

25 Having far from perfect 
pitch (not cricket!) (44) 

26 E nglish second side, they 

say, is in favour (6) ■ 

27 Outstanding figures in the 
art world (6) 


_ DOWN 

1 Watch the line around 
aides of cheek (6) 

2 A quie t time, say. given to 
everyone individually (6) 

8 rtrP 6 ®* tijis to -be cautious 

w ' 

4 Possibly opt for a ring 6. : 
place visited (4^4); 7^. .- 

6 Curly tail seen in a rodent 
lively (8) ’jv. yTT 1 ;- 

7 more crnmirg, having more 

oeative activities? (8) 

8 Check suit that acts ^as a 

Preced&t«4) 

18 Tramp the county and get 

' away («*$,./.’. : v ■ ... 

15 Roam and time in whfch 
wehve ( 5 $. 

16 Old worker clasps the t-tro- 
phy he’s the holder (8) 

17 When lessons can be Iearitt 

"■ 

19 Ruh man'with, a bit af tre^ '. 

sjtteto.set.rM of (6) ' 

20 TV equipment became 
^mactive? Not entirely 

• plaice (6)^ hflii sif , 8takes 


"wvy to teJ. p penoato- ecanteh. 

etaa. • Omm on 


toSSSte-T Saturday ’ s wta-Mto-M-aMb** 

Rtart y^ay’s priz^ pttzz , e on Monday 
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Equities perform well in the face of adversity 


MARKET REPORT 


By Stwe Thompson, 

UK Stock Market Editor 

Gordon Brown pressed the start 
button of a brave sew world of 
order-driven trading in London's 
equity market yesterday. But the 
chancellor was most certainly 
not the most pqpuldt man in the 
City, nor were the “spin-doctors” 
who contrived to worsen what 
was always going to be a 
day. 

A perceived shift in the timing 
of the UK's entry into economic 
and monetary onion, to beyond 
the next general election, would 
in the normal run of things have 


put the market under intense 
pressure. 

Coming on the day a new trad- 
ing system was introduced, as 
wen as the tenth anniversary of 
the 198? crash, and following a 
near five per cent fall on the 
Hong Kong market, it looked like 
stretching the nerves of market- 
makers, or RPTs (registered prin- 
cipal traders) as they are now 
known, to the limit 

But the system and the RPTs' 
nerves T Md up well under the 
strain, and the market saw an 
early hefty fall more than halved. 
■ "if Mr Brown wanted to test 
the viability of the new dealing 
system then he certainly chose 
the right time; we had all the 


Ingredients for a stock market 
night mare," said one dealer. 

The FTSE 100 index aided with 
a 60 J. point, or 1.1 per cent, loss 
at 5,211.0. Second-liners, which 
are still traded by the “quote- 
driven" or marketmaker system, 
wer e sim ilarly unsettled, with 
the ETSE 250 Index finally 413, 
or 03 per cent, off at 43083. The 
FTSE SmaUCap closed 83 down 
at 2398.0. The All-Share index 
settled 25.6 down at 2,4543. 

•% along with everyone else, 
would have settled for these sort 
of foils before the day began,” 
said the head trader at one of the 
Wg European securities houses. 

The market's prospects locked 
much bleaker at the outset With 


Footsie not calculated until the 
first market trades in constituent 
stocks had taken place, its open- 
ing shot showed the index down 
15.6 at 53553. But within five 
minutes, as htflg and offers were 
loaded on to the order book, the 
Index was down 40 points. Within 
10 minutes it was US adrift 

At that point the market sud- 
denly rallied, halving the index 
foil, A firm opening by Wall 
Street, where the Dow Jones 
Industrial Average managed a 30 
point gain in the late US morn- 
ing, gave Anther encouragement 
to T/y i dnn , althoug h Footsie later 
drifted bads. 

At Spot turnover In equities 
reached. 494m shares, with 


non-Footsie stocks, still traded 
via marketmakers, accounting 

far 55 per cent of business. 

Richard Jeffrey, chief econo- 
mist at Charterhouse, the mer- 
chant warned that “had it 
not been for the introduction of 
the new trading system the reac- 
tion to the Emu confusion might 
have been much greater" . 

IiP frm*" Brothers, in a report 
on the shift to order-driven trad- 
ing, said there is “seme evidence 
from Big Bang reforms in “ e 
Swiss market last year and in 
France in 1986 that a wholesale 
move to automated order- driven 
trading has coincided with strong 
market performance following 
the reforms”. 
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Sainsbury 

attracts 

support 

By Joel Ktbazo, Peter John 
and Martin Brice 

Food retailer Sainsbury 
walked away with the hon- 
our of being the best per- 
forming Footsie stock on the 
first day of London's new 
electronic trading era as sev- 
eral factors combined to 
drive the stock higher. 

The shares rose 10% to 
476p, but in keeping with the 
overall market, turnover 
remained light, reaching just 
2.4m by the close. 

Dealers attributed the 
advance to several reasons. 
Including demand far defen- 
sive stocks at a time of 
uncertainty in the market A 
survey by retail analysts and 
consultants Verdict which 
said retail sales volumes are 
forecast to grow a real 5 per 
cent this year also helped 
sentiment 

Also, the official retail 
sales figure for September 
will be published tomorrow. 

Buyers of the stock may 
have been attracted farther 
by Friday's profits upgrade 
by NatWest Securities. 

The broker raised its fore- 
cast for the year to March 
1996 by £25m to £720m say- 
ing it expected, among other 
things, gross margins to 
remain static but sales vol- 
umes an a Hke-for-Iike basis 
to rise 43 per cent year-on- 
year. This would help care 
supermarket profits. 

The market was not with 


the Woolwich yesterday. The 
former braiding society led 
the banking sector lower as 
Its prospects of befog taken 
over appeared to fade. 

Weekend press speculation 
had Lloyds TSB lining up an 
offer for Nationwide and, by 
implication, losing interest 
in Woolwich. 

Nevertheless, one analyst 
said the rumour about a 
tie-up between Lloyds and 
Nationwide was based on 
reports of staff movements 
between the two companies 
which were highly exagger- 
ated. He said the more pro- 
saic background was that 
Woolwich was overvalued. 

He added that a sector 
which Jumped 10 per cent 
when the prospect of early 
Emn entry was first mooted 
was bound to see a signifi- 
cant correction when it was 
disavowed. Woolwich fell 
13% to 30Ty.p and Lloyds 18 
to 768%p 

Elsewhere, National West- 
minster and Barclays, the 

subject of fevered merger 
talk late last week, lost 
gr ound. Barclays dipped 47 
to £16.28 and NatWest fell 
19% to 953p with a block of 
3m at that price trading just 
before the dose. 

NatWest* s five-year share 
option plan matured yester- 
day and some rival brokers 
were suggesting cynically 
that disillusioned employees 
of the investment banking 
arm were taking the money 
and running. The bank was 
dismissive, arguing that If 
staff had paid 261p for shares 
now worth 953p, it was com- 
pletely realistic that they 
would want to take profits. 

The three-pfennig rise by 
the pound against the 


D-Mark led to a retreat by 
companies exposed to over- 
seas earnings, with the most 
geared play to strong ster- 
ling, British Steel, the worst 
FTCE 100 loser as it shed 8% 
to I75p. 

Lucas Verity, which has 
only 26 per cent of sales in 
the UK, was marked down 
an fears for the translation 
effects of a strong pound, 
and surrendered 8 to 210p. 

Other sufferers included 
GKN, down 85 at £13.97, 
Siebe, down 6 at £1232, and 
GHynwed, off 11% at 273p. 

Smiths Industries lost 14% 
to 903p, With smtiment in 
the stock not helped by a 
note from Pamnure Gordon 
suggesting its short-term 
outlook “prompts an ele- 
ment of caution". Arabella 
Grant at the broker told cli- 
ents that “cm a one-year 
view, we feel Smiths is quite 
fully valued on a 22 per cent 
premium”. Investors sho uld 


“bide their time In anticipa- 
tion of the price drifting off 
in the short term". 

T1 Group avoided the 
worst of the currency-linked 
mark-downs. Sentiment was 

helped by By? amwimiwnBnt 
that Bill Laule would 
became chief executive. Res- 
olution of the issue of suc- 
cession was seen as bullish 
for the stock, which lost 9% 
to 822p. 

ICI resisted the worst 
effects of the currency shift 
with help from Sutherlands, 
which raised its recommen- 
dation to “buy" from “bold” 
ahead of third-quarter fig- 
ures on Thursday. The 
shares fell only 3 to 946%p. 

Brent International lifted 
8% to iG5V4p in response to 
positive press on Sunday. 

Hambros improved 12 to 
270%p as investors antici- 
pated a break-up of the mer- 
chant bank after it 
appointed Schraders to 
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UK, European and Asian markets, 
you need AFX NEWS, the real-time 
English language newswires that give 
the latest international financial and 
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TIMES INFORMATION and 
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relevant, reliable and right And it’s 
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major market data platforms, 


deliverable across your intranet, 
extranet or other network to your 
PC, NC or workstation through 
Windows, browsers and proprietary 
applications. AFX NEWS has 
reporters across Europe and Asia 
and in other key markets feeding over 
1500 news stories a day direct to your 
system. So, for independent and 
succinct reporting on economic, 
corporate and market news, contact 
AFX NEWS direct or your local 
vendor today. 
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study ways of increasing 
shareholder value. 

Commercial Union lifted 7 
to 883p with SBC Warburg 
Dillon Read putting a £10 
price tag on the stock. 

BAT Industries ros e 4 t o 
589p after positive newspa- 
per comment on prospects 
for its finan cial services 
merger with Zurich Group, 
and as UBS repeated a “boy" 

recommendation. 

General retailers moved 
against the market trend 
after the retail sales report 
by Verdict Research. The 
report noted the best per- 
forming sectors over the 
T-wart five years would be con- 
sumer electronics, especially 
home computers. 

Dixons gains 

Not surprisingly, elec- 
tronic goods retailer Dixons 
Group responded favourably 
to the report, the shares 
gaining 14% ahwad to 694p, 
n rip of the best performers in 
the FTSE 100 yesterday. 

Other stocks in demand 
included clothes retailer 
Next, which rose 11 to 727p, 
while Great Universal Stores 
firmed 3% to 72lp. Marks 
and Spencer rose 4% to 630p. 

Anglo-Dutch giant Uni- 
lever moved 6% ahead to 
4g5p, after announcing it is 
buying Kibon, Brazil's larg- 
est ice cr e a m business, from 
US group Philip Morris for 
$93fen. 

Commenting on the pur- 
chase, Sally Jones at Credit 
Lyonnais Laing said: “Uni- 
lever has paid a lot of money 
for not a lot of sales. But this 
is a fast growing market and 
the move catapultes Uni- 
lever into market leadership 
position ahpfld of Nestle." 

PftO finned to 728p on 
news that Karel van Mist, 
the European Union compe- 
tition commissioner, had 
ordered a final review of 

rmtinnR on the mereer with 


Stena Line's cross-Channel 
ferry operations. Traders 
Int er pre te d this as meaning 


the merger approval was 
finally on the horizon. 

Elsewhere among Footsie 
transport stocks. Rail track 
continued to suffer the boot 
of profit-taking that started 
when it went through the 

psychologically-important 

£10 level, and surrendered 15 
to 982p. The screens showed 
one seller determined to 
stick to' the £10 price, how- 
ever, for 50.000 shares. 

Mersey Docks and Har- 
bour Company gained 20 to 
453%p cm hopes that a two- 
year dispute involving work- 
ers was coming to a close. 
Some traders expect a re- 
rating of the shares, which 
have long been overshad- 
owed by the dispute, and 
suggest they could advance 
by about 8 per cent 
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Asia suffers most from ‘anniversary blues 


WORLD OVERVIEW 


Asia was the main casualty 
of "anniversary blues" yes- 
terday as world markets 
made It through the third 
Monday in October in much 
better shape than they did a 
decade ago, writes Philip 
Coggan. 

The day began nervously 
after Wall Street's 200-point 
decline on Thursday and Fri- 
day of last week, prompted 
by fears that the forces 
underpinning the US market 
- strong corporate earning* 
and low inflation - might be 
coming to an end. 

Asian markets, plagued by 
currency and economic wor- 
ries, needed no prompting 
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from memories of Black 
Monday to go into reverse. 
Hong Kong, sensitive to US 
interest rates, and Taiwan 
both, fell 4 per cent, while 
Korea, Malaysia and Thai- 
land each lost 3 per cent. 


"Overweight foreign inves- 
tors continue to lead the out- 
flow of capital and are 
unlikely to return unto, they 
are convinced that the 
appropriate policy responses 
have been put in place,” 


warned Foreign & Colonial 
Rmprg rng Markets. 

European markets braced 
themselves for had news at 
the op ening but the losses 
were subdued, and later 
reversed, with the exception 
of London, which bad to con- 
tend with a new trading sys- 
tem and doubts about ster- 
ling's role in monetary 
union. When Wall Street 
opened, there were some 
modest early losses but, in 
the absence of any signifi- 
cant US economic statistics, 
the Dow Jones Industrial 
Average rallied later in the 
morning. 

But it would be wrong to 
think that, with the loth 
anniversary of the crash out 


of the way, markets, have 
nothing to worry about Two 
recent analysts* notes 
pointed to China as a poten- 
tial source of trouble. 

Albert Edwards, of Dresd- 
ner Klein wort Benson, and 
joe Rooney, of Lehman 
Brothers, cited a slowdown 
in domestic Chinese eco- 
nomic growth. Mr Rooney 
thought the slowdown would 
pose a threat to the Hong 
Kong stock market which, as 
the graph shows, has been 
the world’s best performer 
since the 1987 crash. ' 

“If the great growth story 
of mainland China is to 
splutter, it will be Hong 
K o n g that stands to sutler 
most,” he wrote. 


Mr Edwards took an even 
wider view, saying that the 
Chinese might be tempted to 
revive growth by devaluing 
the yuan, as they did in 1994. 
“If the Chinese choose this 
option, Asean currencies and 
the yen would undoubtedly 
plunge {along] with the 
yuan, leaving the buoyant 
US and recovering European 
economies high and dry and 
glaring deflation in the 
face," he said. 

just to cheer everyone up. 
he added, “Communist 
nhjina may yet have the last 
ideological laugh and bring 
about Marx's crisis 
capitalism”. 


of 


London market. Page 38 


Dow rallies 
on earnings 
optimism 


Fast start for France Telecom 


FTSE Aotuarle 


AMERICAS 


US shares rallied gently as 
technology stocks recovered 
from last week's widespread 
selling and investors 
digested fresh merger and 
earnings news, writes John 
Labate in New York. 

By early afternoon the 
Dow Jones Industrial Aver- 
age was 14 higher at 7,861.03. 
The Standard & Poor’s 500 
index was 2.52 ahead at 
946.63. while the technology- 
weighted Nasdaq composite 
index added 9.54 at 1,676.39. 

Leading the Dow higher 
was AT&T with the release 
of better-than-expected earn- 
ings and news that the tele- 
coms leader had selected a 
new chief executive. 

Coca-Cola, whose own 
chairman and chief execu- 
tive died over the weekend, 
fell $% at $57%. Retailer 
Sears Roebuck lost $lg to 
$4413 after a Smith Barney 
analyst cut fourth-quarter 
net income expectations. 

Technology shares moved 
higher, led by computer- 
related stocks as investors 
bid up the price of IBM and 
Microsoft in the hours before 
both companies’ earnings 
releases, expected later in 
the afternoon. IBM rose $l£ 
to $97% while Microsoft 
gained $2'/. at $134%. 

But recent buying does not 
rule out further downturns 
in technology shares, accord- 
ing to same brokers. “1 think 
by and large the market is 
coming off with a lukewarm 
response to earnings and 
that’s got to be concerning, 
with the supply of secondary 
and initial offerings com- 
ing," said Michael Clark, at 
Credit Suisse First Boston in 
New York. 


Morning news of a $9.8bn 
takeover bid for ITT by Star- 
wood Lodging sent shares of 
ITT up by more than 8 per 
cent or $5% to $76%. Compet- 
ing bidder Hilton Hotel's 
shares were unchanged at 
$32 while Starwood ’s 
shares rose $34 to $57%. 

Internet leaders, Ama- 
zon.com and Netscape Com- 
munications surged on news 
of an exclusive deal between 
the two companies. Ama- 
zon’s shares jumped more 
than 5 per cent to $2& at 
$45$ while Netscape shares 
rose 14 per cent to $39%. 

Banking stocks were 
mostly lower with the bond 
market trading quietly. 
Chase Manhattan fell $2% to 
$119%. A $3bn merger of 
Banc One with First Com- 
merce sent First Commerce’s 
shares up to $58% while 
Banc One fell $B to $54’/,. 

TORONTO edged lower in 
spite of a surge of more than 
6 per cent for market heavy- 
weight Seagram following 
news of a link-up with US 
media group HSN. The 300 
composite index was off 9.60 
at 7.026. 90 at noon. 

Seagram was the main fea- 
ture of the morning, jumping 
C$3.00 to C$48.00 after 
announcing a deal with 
HSN. Seagram is taking a 45 
per cent stake in HSN in 
return for injecting its Uni- 
versal television operations 
into the US company. 

Golds drifted lower on the 
back of a dull opening tor 
the bullion price, Barrick 
came oft 55 cents to C$31.00 
and Placer Dome lost 30 
cents to C$24.65. Banks were 
mixed. Bank of Montreal 
dipped 5 cents to C$57.60, but 
Toronto Dominion added 20 
cents at C$47.60. 


Trading in PARIS centred 
almost exclusively on France 
Telecom and AGF, with the 
former making a dramatic 
stock market debut and bid 
target AGF surging 35 per 
cent as dealings restarted. 

France Telecom, which is 
due to enter the CAC 40 
index on November 20, raced 
ahead to a session high of 
FFr215 before ending at 
FFr200.5, against Dotation 
prices of FFr182 for retail 
investors and FFr187 for 
institutions. 

Activity in the shares set a 
record for a single session. 
They racked up turnover of 
FFrSJbn as index tracking 
funds scrambled to top up 
their portfolios ahead of next 
month's changes to the CAC 

40 index. 

Insurance leader AGF 
jumped FFr83.40 to FFr318.4 
on 4.7m shares traded to end 
comfortably above the 
FFr300 value of the hostile 
takeover approach from Gen- 
erali of Italy. “There is little 
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predicted unproved results Financials were weak, 
for this year. Daimler fell 40 ABN Amro came off 30 cents 
pfg to DM132.15 despite pre- ' to FI 39.60 and Fortis Amev 



•• Jun 1 . ; 1097 

ajuKwOatasJwBmnev 


Oct 


Solid gains in Sao Paulo 


SAO PAULO rallied strongly 
in largely technical trade as 
dealers scrambled to posi- 
tion themselves in the run- 
up to the options expiry. By 
midsessLon, the Bovespa 
index had comfortably 
restored Friday’s losses, ris- 
ing 163 points or 1.3 per cent 
to 12,650. 

MEXICO CITY moved 
lower at the opening bell but 
quickly pulled ahead amid 
optimistic talk about the 
upcoming third-quarter 
results season. 

“Everyone is getting 
excited about the quarterly 


results. These should start to 
roll in later this week," said 
one broker. 

At midsession, the IPC 
index was up 16.06 at 
5,291.60. Telmex was the 
most active stock of the 
morning, adding o.05 centa- 
vos to 20.20 pesos. 

SANTIAGO moved lower 
in light volume with the 
IPSA index off 0.06 at 12038 
at midsession. Power shares 
dominated trading with 
Enersis slipping 2 pesos to 
277 pesos on uncertainty 
over the group's links with 
Endesa of Spain. 


doubt that the market is 
looking for a counter-bid," 
said one trader. 

Casino, the supermarket 
chain which is fending off an 
unwelcome takeover bid 
from Promodes, fell FFr9.00 
to FFr346.5 after family 
shareholders appeared to 
close ranks against the bid 
approach. Promod&s lost 
FFr22.00 to FFr2.040. 

At the close, the CAC40 
index was down 11.31 at 
2 946.71. 

'FRANKFURT moved 
gently higher, boosted by a 
firmer dollar and a solid 
opening on Wall Street. The 
Ibis-indicated DAX index fin- 
ished up 20.09 at 4.069.25. 
with analysts saying the 
market would track New 
York ahead of the Bundes- 
bank’s council meeting on 
Thursday. 

Automotive stocks were in 
the spotlight as Daimler and 
MAN issued bullish state- 
ments about their truckmak- 
ing operations. MAN was up 
DM 1.90 at DM528.40 after it 


dieting an upturn at its US 
trucks unit 

MILAN was in an optimis- 
tic mood with several heavy- 
weight stocks turning in 
strong performances, but 
overall gains were limited in 
a listless market The Mibtel 
index rose 74 to 15,801 in 
thin volume. 

Telecom Italia rose L159 to 
LU.320 on the first day of its 
public offer, which runs 
until Friday. Analysts said 
the market was anticipating 
a very strong retail take-up 
and that sentiment had been 
boosted by the success of 
last week’s placing of France 
Telecom. 

“There has been a very 
strong advertising campaign 
and everyone expects the 
sale to be as popular as Em', 
said Marco Nascimbeni at 
Merrill Lynch. 

Olivetti ended up Li3 at 
L991, having been as high as 
L1.004, on rumours of a 
rights issue at L1.000 with 
warrants. 

The stock has been rising 
on hopes of a recapitalisa- 
tion since Olivetti 
announced the link-up last 
month between its Omnitel 
subsidiary and Mannesmann 
of Germany. 

Generali continued Fri- 
day’s decline, losing L263 to 
L38.933 on fears that it might 
have to increase its offer for 
AGF of France. AGF rejected 
Generali’s bid at the end of 
last week. 

AMSTERDAM ended mod- 
estly higher thanks to stron- 
ger bonds and further gains 
for the dollar which spilled 
over into solid improve- 
ments for an number of 
international stacks. The 
AEX index added 2.78 at 
907-37. 

Philips rose FI 2.50 to 
FI 162.50 ahead of Thursday's 
third-quarter results and 
there was strong demand for 
Unilever following news of a 
near $lbn ice-cream acquisi- 
tion in Brazil. The shares 
gained FI 2.40 to FI 109.90. 


40 cents to FI 80.60. 

MADRID spent most of the 
day in negative territory 
before turing higher after 
Wall Street’s strong start. 
The general index closed 0.31 
higher at 587.01 in very light 
volume. 

Endesa’s nervy privatisa- 
tion offer was back in the 
spotlight as the shares lost 
Pta75 to Pta2,685 on news 
that retail orders far shares 
in the offer could still be 
withdrawn today, although 
most analysts said they did 
not expect withdrawals. 

“The books officially 
closed on Friday, so the 
news that retail investors 
could withdraw orders today 
was bound to cause a bit of 


panic," said Davina Bridge- 
man at James CapeL 
ZURICH ended a relatively 
volatile session with a rise of 
25.6 to 5,777.2 on the SMI 
index, where the day’s trad- 
ing range was 106 point s. 

Drugs stocks led the activ- 
ity charts with Roche gain- 
ing SFT200 to S Fr 12,730. 
Novartis, which puts out 
nine-month sales figures on 
Thursday, gained SFrl to 
SFriL250 after CSFB stepped 
up earnings estimates for 
next year and in 1999 by 
some 7 per cent 
Among banks, UBS slipped 
SFr29.00 to SFrl.695 as mar- 
ket hopes for news of man- 
agement changes were said 
to have receded. 

Written and edited by Jeffrey 
Brown, Jonathan Ford and 
Steve Com. 


SOUTH AFRICA 

Johannesburg rallied 
strongly following a central 
bank redaction in interest 
rates. Trading volumes were 
doll and golds stayed weak, 
but the broad market moved 
ahead strongly. 

At the close the all-share 
Index was np 37.3 at 7,294.3, 
with industrials advancing 
62 to 8,851.4. Financials 
were also upbeat, notably 
banks, which responded pos- 
itively to the rate cut. Golds 
eased 2J5 to 1.018.0. 


emerging market focus 

Taiwan stocks 
enter tail-spin 


Taiwan's stock market was 
due for a correction, but 
few thought it would hap- 
pen this fast - or this far - 
and fewer still are predict- 
ing where it trill eud. 

Jitters over US high- 
technology stocks ana 
south-east Asia’s currency 
woes have conspired to 
send Taiwan shares into a 
tail-spin, led by the elec- 
tronics sector which posted 
gravity-defying rises earlier 

in the year. . 

Heavy selling in tne 
retail- dominated market 
sent the benchmark. Index 
plunging nearly 4 per cent 
yesterday to close at 
7316.78. down nearly 28 pec 

cent from a seven-year high 
of 10,116.74 reached on 
August 26. 

Policy uncertainty accel- 
erated the slide, as inves- 
tors confused over the 
stance of monetary authori- 
ties lost confidence in the 
government's ability to 
manage the financial situa- 
tion. 

After shelling out some 
US$5bn in recent months to 
ffiaiwtain the Taiwan dollar 
at TS2S.5 against the US 
dollar, the central bank 
ultimately found the posi- 
tion untenable and, with- 
out warning, abandoned its 
defence an Friday. 

The Taiwan dollar has 
since fallen nearly 7 per 
cent to a 10-year low of • 
TS30.45 at yesterday's close 
and is expected to test T$3I 
in the near future. 

Taiwan had thought 
itself immune to the cur- 
rency shakeout across Asia, 
but to the end the forces 
affecting the region’s cur- 
rencies proved stronger 
than expected. The 
about-face took many 
investors by surprise, com- ' 
ing an the heels of protests 
by central bank officials 
that the currency was 
“undervalued” and 
repeated promises to 
defend the unit against 
“speculators". 

But the central bank 
probably did itself a favour 
by waving the white flag - 
despite a short-term loss of 
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credibility - instead: of put- 
ting up a prolonged -fight in 
a battle that would ha ve 
cost more to win than to 
lose. The central . bank’s 
defence raised interest 
rates and .threatened th£ 
recovering economy — r. a. 
price the government was 
not willing to pay- - Y 

A lot of south-east Asian 
countries would hke to rbe; 
in Taiwan’s 'position. The 
economy is .strong, ^espe- 
cially in comparison with 
many of its neighboura. 
Foreign reserves stand at 
about USSSObn; economic 
growth is running at more 
than 6 per cent and currant 
account and trade sur- 
pluses are healthy. 

“The impact of south-east 
Asia’s financial crisis 
should be very,, very' Tintf 
ited. Our problem is not; 
serious at all,’' Sheu Yuan- 
dong. the central bank gov- 
eraor, said on Friday. 

The central bank’s looser 
monetary policy is. more 
favourable to economic 
growth and to the stock’ 
market Financial markets 
should stabilise before 
long. The market may still 
have further downside in 
the near term, but trailers, 
expect it to bottom but- 
soon. 

*T think investors might 
be over-reacting," said 
Vaughn Chang, of Taiwan 
fund manager Jupiter. " l 
see this as a great buying, 
opportunity." 

Laura Tysoo 


Rate rise fears hit Hong Kong 


ASIA PACIFIC 


‘alk of an imminent interest 
ate rise sent HONG KONG 
harply lower. The Hang 
eng index fell through the 
ey support level of 13,000 to 

nd 630.13 or 4.6 per cent 
own at 12,970-88. Turnover 
ras HK$l7.3ba 
News that leading banks 
rare lifting mortgage rates 
rak a savage swipe at senti- 
lent, dealers said. HSBC fell 
K$6 to HK$227 and Hang 
eng Bank HK84.75 to 
iK$84.25- Sun Hung Kai 
roperties lost HK$5.25 to 
K$80.0a 

The Hang Seng China 
uterprises index was down 
).55 at 943.55, and the 
hina- Affiliated Corpora- 
ons index lost 178.83 to 


TOKYO was depressed by 
iock*on effects from the 
»ak trend on Wall Street 
d the Nikkei 225 average 
5t 183.91 to close at 
J294JS1, writes Bethon Rut- 
t The day’s trading range 
is 17,230.77 to 17.454J85. 
Activity was low ahead of 
lay’s release of a govem- 
?nt economic package, 
lalers said the general 
■nd was downwards since 
i package was not expec- 
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ted to contain anything 
likely to have a strong posi- 
tive impact on the market 
The broader-based Toplx 
index dropped 13.01 to 
1,347.75, while the capital- 
weighted Nikkei 300 index 
closed 3.21 points lower at 
266.15. However, rising 
shares outnumbered losers 
by 592 to 501, with 163 
unchanged. Volume dropped 
from 36938m shares to an 
estimated 260m. 

In London, the ISE-Nikkei 
50 index rose 5.35 to 1,586.43. 

The main sectors which 
could benefit from the gov- 
ernment measures made 
gains. Construction compa- 


nies firmed, with Kumagai 
Guml, which announced 
large writeoffs and forecast 
a Y200hn loss for the year 
after the market closed, up 
YI at Y103. Kajima rose Y18 
to Y550. Taisei Y13 to Y4I4, 
and Obayashi Y7 to Y685. 
Real estate stocks also 
improved. 

Shipping companies 
bounced back on news of a 
resolution to the US-Japan 
dispute over port practices. 
Nippon Yusen gained Y6 to 
Y414, Mitsui 0SK Lines Y5 
to Y173, and Kawasaki Risen 
Y10 to Y157. 

High-tech issues were hit 
by the sell-off of high-tech 
stocks in New York. Canon 
was the day’s most heavily 
traded issue, felling Y14G to 
Y3,l00. NEC lost Y40 to 
Y1.480, Hitachi Y10 to Y1.060 
and Fujitsu Y50 to YL46Q. 

hi Osaka the OSE average 
dropped 136.41 to 17,920.45, 
ou volume of 10.98m shares. 

BANGKOK fell steeply fol- 
lowing the resignation of the 

finance minis ter an d talk of 

an imminent cabinet reshuf- 
fle. The SET into dropped 
16.13 or 3.1 per cent to 509.51. 

SEOUL plunged to a new 
low for the year on news of 
trouble at a large retailer 
and scepticism about a pack- 


age of market-boosting mea- 
sures announced by the gov- 
ernment last week. 

The composite index shed 
19.07 or 3.3 per cent to stand 
at 565.64, its lowest level 
since October 1992. Losers 
outnumbered gainers by a 

record 803 to 57. with 353 
halted at their limi t lows. 

Retailer New Core Group, 
South Korea's 25th largest 
conglomerate, shocked the 
market when the unlisted 
group revealed it was negoti- 
ating with its main creditor 
bank for loans to allow it to 
meet payments on promis- 
sory notes. 

Small and medium-sized 
companies fell sharply on 
worries about spreading 
cross-defaults in the corpo- 
rate sector. 

KUALA LUMPUR closed 
3J$ per cent lower on nega- 
tive sentiment as local bro- 
kers said Friday’s budget 
had received a clear thumbs 
down from foreign investors. 
The composite index fell 
26B3 to 767.97. 

International investors 
were concerned the economy 
was still growing too fast 
and that measures 
announced to slow it down 
were insufficiently draco- 
nian, said one fund manager. 
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Fiscal and social reforms have been producing 
results, but the weaknesses of a minority 
government are emerging, says Stephen Fidler 

Oil and a policy switch 
put economy on track 

W hen US President secto r ha s contributed to a and produced a surprisingly market-oriented solutk 
Clinton turnaround in the Venezue- rapid turnaround in Investor economic problems. 

StePDed on to Ven- Ian pmnmnr iftar a A«n>. > 


W hen US President 
Bill Clinton 
stepped on to Ven- 
ezuelan soil last week he 
was marking what is likely 
to become an increasingly 
important relationship. 
Venezuela overtook Saudi 
Arabia last year as the larg- 
est exporter at oD to the US, 
supplying same 18 per cent 
af its imports. As a giant 
investment programme gath- 
ers pace, Venezuela could be 
producing 7Zn barrels per 
day 10 yearn from now, and 
be providing 30 per cent of 
US imports. 

Venezuela has proven oil 
reserves of 731m barrels, and 
oil in situ in the country’s 
Orinoco belt amounts to 
l^OObn barrels, the state oil 
company Petrtleos de Vene- 
zuela (PDV5A) estimates. 
“Sixty years ago we thought 
we had oQ left for another 10 
years; now, for all practical 
purposes, our reserves are 
infinite,” says Ramdn Espi- 
nosa, PDVSA's chief econo- 
mist 

The company has 
embarked on a projected 
$73bn investment pro- 
gramme until 2007, $28bn of 
which should come from pri- 
vate companies. This has 
brought oilmen down to 
Venezuela in droves. New 
daily US airline flights from 
Houston and Dallas are full 
“There is no better place in 
the world for an oilman to 
be than in the lobby of the 
Tamanaco Hotel in Caracas 
on a Monday morning," 
enthuses Bernard Wheela- 
han, president of Shell Vene- 
zuela. 

This reopening of the oil 


sector has contributed to a 
turnaround in the Venezue- 
lan economy. After a four- 
year slump, growth has 
returned to Venezuela and 
the economy is likely to 
expand by about S per emit 
this year. 

But oil is only part of the 
story of the return to 
growth. The rest has to do 
with a monumental 
about-turn by President Raf- 
ael Caldera. The 81-year-old 
Mr Caldera, president in 
Venezuela's booming 1970s, 
came to power again in early 
1994 vowing to row back on 
the limited market reforms 
that had taken place until 
then. He assumed office in 
the early stages of a serious 
banking crisis that would 
cost 15 per cent of gross 
domestic product to resolve. 

As the government 
pumped money in to shore 
up the banks, depositors fled 
the system and placed 
money abroad, provoking a 
run on the Venezuelan cur- 
rency, the bolivar. Mr Cal- 
dera responded by Imposing 
price and exchange controls 
to shore up the exchange 
rate, but they predictably 
proved ineffective to prevent 
the outflows. 

Foreign exchange reserves 
had slumped and the bolivar 
had lost two-thirds of its 
value In the black market 
before Mr Caldera was per- 
suaded by his ministers to 
relent. The Agenda Vene- 
zuela. a fiscal tightening 
backed by the International 
Monetary Fund combined 
with other proposed struc- 
tural and social reforms, was 
launched in April last year 


and produced a surprisingly 
rapid turnaround in investor 
sentiment. 

Since then, the bolivar has 
been steady and Venezuela’s 
foreign exchange reserves 
have risen to more than 
$18bn as investors, seeing no 
further fear of devaluation, 
have pulled money in from 
abroad. With the economy 
moving ahead, unemploy- 
ment h as begun to fall. 

Mr Caldera is credited 
with calming seething social 
tensions since he took office, 
and military discontent 
which led to two failed coup 
attempts has been soothed 
by big pay rises. However, 
the president’s approach is 
described sarcastically by 
Humberto Calderdn Bertt a 
former oil minister and pos- 
sible 1998 presidential con- 
tender, as “government by 
collapse". 

Asked whether he could 
have lowered the cost of the 
reforms by enacting them 
earlier, Mr Caldera is unre- 
pentant. “That’s what people 
who don’t understand the 
situation say. Had they been 
taken earlier they would 
have failed completely. A 
fundamental condition for 
them to work was that 
people accepted them, and 
they wouldn't have done 
that earlier," he said. 

The measures, which 
included a sharp rise in pet- 
rol prices which had been 
considered socially explo- 
sive. provoked minimal pop- 
ular protest. Partly as a 
result, the Venezuelan politi- 
cal debate has become less 
ideological. Politicians are 
no longer afraid to talk of 


market-oriented, solutions to 
economic problems. 

"In a globalised world 
economy we have to live by 
the rules of the game," says 
Teodoro Petkoff, the plan- 
ning minister whose own 
odyssey from a 1980s anti- 
government guerrilla sym- 
bolises the transformation. 

So far. however, only a 
limi ted amount of this talk 
has been converted into 
action. An important labour 
market reform has been 
passed, backed by a tripar- 
tite commission the govern- 
ment has established with 
trade unions and employers. 
This has overturned an 
expensive system of sever- 
ance pay which was forcing 
increased migration of 
employment to the informal 
sector. 

The commission is now 
working with legislators on 
a reform of the social secu- 
rity system, aiming to 
replace the current collapsed 
scheme with a mixed pri- 
vate-public solution. 

Other proposed legislation, 
for example to extend priva- 
tisation, to reform the state, 
to Improve the budget pro- 
cess and to overhaul the cor- 
rupt judiciary, has become 
bogged down by Venezuelan 
realpolitik. as the vested 
interests nhniir»ngpH by the 
reforms mobilise their politi- 
cal support. 

This limited progress is 
due in part to the weakness 
of Mr Caldera's minority 
government. That weakness 
can only become more 
marked as legislators try to 
distance themselves from 
the unpopular president as 
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• Fomt of government: 
Congressional system headed by me 
president Venezuela Is a federal 
repiXsHe. comprising 72 federal 
dependencies. 22 sates, two federal 
territories and one federal cSstriet 

* The executive: The president is 
elected for a non-renewable five-year 
term end appoints a Council of 
Ministers: PWaai CaMera won the 
presidential etacdon on Decembers 
1933 and took office In February 1994 

• National legteteturaE Bicameral 
Congress-, a rSrwcS-y elected 207- 
merrber Chamber of Deputies and a 
52-member Sanaa, to which two 
members ere elected by direct adult 
suffrage tram each state and the 
federal detect. plus others to 
represent "minorities". 

Former presidents are members of 
the Senate for Me 
‘ Legal system: Supreme Court at 
apex of court system; judges and 
magistrates elected by both 
cnambere of Congress 
- National elections: December S 
1993; next eteefons due by December 
1998 

* Main poltlcei organisations: The 
president's parry. Convergence 
National (CN). which has 19 seats In 
the Chamber of Deputies and five In 
the Senate: AccMn Democretica (AD}; 
ComMS de Organization Pdntea 
Electoral independents (CopeQ; 
Movtmienio ^ Social Ismo (MAS); La 
Causa R (LCR) 

Sources: Ing Samoa, SU. O fetw amACV 
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the long unofficial campaign 
towards the December 1996 
presidential elections begins. 

The front-runner among 
the would-be candidates is a 
former Miss Universe, Irene 
Saez. Ms Saez, mayor of a 
Caracas suburb, exemplifies 
the decline of Venezuela’s 
bipolar political party sys- 
tem. Copei, the Christian 
democratic party racked by 
division in recent years, has 
changed ■ togtatutes to allow 


it to run outside candidates 
- and has been talking to Ms 
Saez. According to Alfredo 
Keller, a political analyst, 
AcciAn Democratica, the 
main political force in the 
land with 1.4m members, 
may also end up looking for 
an oatside candidate. 

Ms Saez’s public state- 
ments - according to. Mr 
Keller, voters see her as 
kindly and able to restore 
public orde*^-- do not give. 


many clues about what she 
would do as president Politi- 
cal analysts say Venezuela's 
shrewd manhwiP politicians 
may see her as a tahnia rasa 
on to which they can write 
their own political projects. 

The agenda she or who- 
ever is elected will face will 
be a long one. The problems 
- of managing Venezuela's 
changeable economy remain. 
The extent of the govern- 
_ment;«. problem -in _coplng 
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with the volatile returns 
from oil is graphically illus- 
trated by Ricardo Haus- 
m ann , a former pl anning 
minister who is now chief 
economist at the Inter Ameri- 
can Development Bank. “In 
1997," he says, “the price of 
the Venezuelan oil basket 
has moved from $15 to $21 a 
barrel. Since a dollar on a 
barrel is equivalent to 1.2 
per cent of GDP. the fluctua- 
tion this year has been 8 per 
cent of GDP. This is the dif- 
ference between a solid and 
an untenable fiscal posi- 
tion". 

fThanging thin will require 
a new institutional relation- 
ship between government 
and the oil sector, one that 
prevents the authorities 
from blowing the windfall 

gains m ade from hi gher oil 
prices immediately into the 
domestic economy, he and 
others argue. 

Mr Espinasa at PDVSA 
Continued, on Page 2 
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2 VENEZUELA 


INTERVIEW WITH PRESIDENT RAFAEL CALDERA * by Raymond Col'rtt and Stephen Fidler 


‘The crisis of mistrust was very serious 


The Venezuelan leader talks of his 
administration’s achievements and his 
thoughts on the forthcoming elections 


ft The economic measures your 
go vernm ent took were a radical 
departure from the polities of Its first 
two years and implied certain 
sacrifices for the Venezuelan people. 
What convinced yon to take this new 
path? 

A: it was essential to achieve economic 
stabilisation and pave the way fra: the 
reactivation of the economy. The 
[previous] efforts had been 
considerable bat did not achieve all the 
desired results. We had faced a 
financial sector crisis which, experts 
say, was the - or one of the - most 
important in the world, in relation to 
GDP - let's say IB per cent of GDP, a 
crisis of more than half of the financial 
sector; a lack of confidence produced a 
run an the currency. 

The financial rescue of the state 
deposit guarantee fund [Fogade] was 
intended to alleviate the situation of 
the depositors. They received the 
money, went to the central h ank and 
bought dollars, which appeared to be 
the only thing stable. The crisis of 
mistrust was very serious and, of 
course, required a definitive plan of 
measures, some of them very austere, 
and harmful to the living conditions in 
many households. But the people 
understood that it was necessary. 

I believed in the measures and they 
produced results. But 1 knew the price 
we would have to pay for the economic 
stabilisation and recovery plan to 
produce satisfactory results. One of the 
most audacious measures was the 
floating of the currency after two years 
of foreign exchange controls. Critics 
forecast a disaster and a bolivar that 
would rise sky-high. In the and the 
free exchange rate was less than the 
previous parallel rate. The Agenda 
Venezuela was announced and its 
principal objective, the recovery of 
confidence, achieved. 


general reaction was positive: IPs not 
that they were happy for the price they 
had to pay, but they understood it was 
necessary. 


ft Do you think the cost of the 
measures could have been less had you 
taken them earlier? 

A: That's what those who do not 
understand the situation say. Had they 
been taken earlier they would have 
failed completely. A fundamental 
condition for them to work was that 
the people accept them, and they would 
not have done so earlier. 


Q: Because of the socio-economic 
situation and die political instability 
of the previous years? 

A: There had been tremendous 
confusion. Mr Michel Camdessus 
[managing director of the IMF], whom I 
met at the Hemispheric Summit in 
Miami in 1994, said that anywhere else 
the crisis that we went through would 
have provoked an unimaginable 
tragedy. We were acting to contain tire 
situation, which was getting worse 
every day. The people realised that, 
and when we took the measures the 


Q: Ton mentioned some of the 
achievements of the Agenda 
Venezuela. What have yon not 
. achie ved? 

A: In our opinion the achievements 
have been considerable, albeit not in 
all areas. Fiscal equilibrium was 
difficult to reach, as is total control of 
inflation. We couldn't sustain the 
levels we would have liked to because 
we considered the Bocial situation. We 
had to spend mare than a pure, 
orthodox economist would have. The 
wage increases of the entire public 
sector were considerable, very close to 
100 per cent I believe. This was a 
question of justice, to compensate with 
a sense of equity the burden we were 
placing on thpm. Of course, fhfa 
affected inflation. 

Another aspect is that the social 
programmes of the Agenda Venezuela 
are not being carried out to the extent 
we would like because they require 
certain organisation and distribution. 
They are moving ahead, but not at the 
speed that we would have liked to. 
Another area where we have not 
advanced to the extent we would have 
liked is state reform, winch implies a 
considerable redaction in the number 
of public sector employees. This 
presents two problems. One is the 
social impact Firing the father of a 
family does not improve the social 
situation; it makes it worse until he is 
reincorporated into another activity of 
the economy. The other is the 
redundancy cost itself because we have 
labour laws that we respect and 
defend. These require payments in 
order to reduce the public sector 
payroll. State r ef or m Is difficult 
because it depends not only on the 
executive hut also an the legislature, 
judiciary and the unions, which in 
Venezuela are an important factor. 
Another aspect where we would like to 
have achieved something more 
positive, and where thus far we have 
only been able to heighten public 
awareness; is the reform of the 
judiciary. One of the weak points of 
our democratic state is undoubtedly 
the judiciary, whose functioning has 
deteriorated over the years. We have 
insisted in our proposals on reform of 
the judiciary, bat they require more 
support by the political groups that 
dominate the legislature. 

When I took office on February 2 1994, 
public opinion demanded I do 
something similar to that of President 
Fujimori in Peru, that I dissolve 
pa rliament and the supreme court and 
call a constitutional assembly so as to 
implement the necessary reforms. 
Opinion polls indicated that close to 80 
per cent of the population favoured 



President Caldera: 'I knew the price we would have to pay for the economic stabiisation and recovery to produce satisfactory resuBs* 


Rioto: Adam THohnot 


this. I was aware what this would have 
meant for the future of the country 
because 1 have loved my country very 
intensely and studied its history of the 
last century, and I resisted. 

I remained within the constitutional 
framework. As a result, the fight to 
tackle the country’s problems without 
solid support in parliament has been 
more difficult But I can say with 
satisfaction that the democratic 
institutions have been preserved and 
even strengthened. 

In Venezuela, the current constitution 
has lasted longer than any other. This 
year we are celebrating 40 years of 
democracy without i nter rup ti on. This 
is unprecedented because the last 
century was plagued by repeated coups 
d'etat, revolutions, and 
authoritarianism. We have achieved 
the continuity of the democratic 
system this century. We have proposed 
some reforms in the constitution - not 
to change it but to broaden it, to 
complement the representative 
democracy with a participative 
democracy, to give more access to civil 
society to help resolve the problems we 
face. 


parties must continue to be the 
principal instrument to channel 

popular riMramris 


opposition now would harm any future 
government. I think that is a strong 
argument, and believe it is sufficie n tly 
convincing. 


Q: Is the support for your government 
by political parties iHmirnahtiig as the 
election campaign begins? 

A: I was the founder of one of the 
strongest parties there has been this 
century; I was its secretary-general for 
30 years. But in 1993 1 understood that 
the country was facin g problems to 
which the traditional parties had no 
answers, so I had to take the decision 
to run for office on my own. I took 
office without the support of any 
majority force but with a number of 
smaller political groups. The parties 
that give constant support to this 
government do not reach 30 per cent of 
the congressional vote. So one has to 
negotiate, compromise and search, but 
some important political groups have 
supported us in decisions that 
determined the future of this country. 
The Agenda Venezuela, for example, 
had wide spread support from the 
public and the political parties alike. 


Q: What are the long-term 
im pli cations of Venezuela’s 
strengthening energy ties to the US? 

A: Venezuela has become the principal 
supplier of oO to the US. and an 
important ail refiner as well. We are 
effectively the Latin American country 
with the largest investment in the US. 
These investments improve our sales 
and distribution channe ls in that 
country. We are also the sixth-largest 
consumer for the US. comparable to 
many a rich country. In a way, what 
the US pays us for our oil flows back to 
tham through the considerable amount 
of vital goods we buy from them. 


Q: What are the implications of the 
traditional parties losing importance? 
A: It is worrisome, though I think the 
phenomena is not exclusive to 
Venezuela. Despite their unpopularity 
amongst the population, the political 


Q: Is there any danger of reforms 
becoming bogged down during election 
year? 

A: 1 hope not I am trying to convince 
the various political groups that if 
they hope to govern, they must help us 
to hand over this country in a 
governable condition. A demagogic 


Q: Does it imply a convergence of 
foreign policy? 

A: It invariably implies a necessity to 
harmonise [policies]. Of course every 
country has its own convictions, and 
sometimes important differences 
emerge that destroy the concept of 
sovereignty and personality of each 
nation’s peoples. Globalisation is not 
an option, it is a feet. It requires us, the 
small developing countries to unite our 
economies and forces in order to have a 
more respected personality. 


integration erf Venezuela and the US 
coinride? 

A; We have been negotiflting on a 
number of issues, on equal terms, of ■' 
course, with the respect that each side 
deserves. A double tax treaty, far 
instance, is very important but implies 
a series of conditions that are vital to 
our national interests. 

When our petrol was rejected cm 
environmental grounds in the US, the 
World Trade Organisation, in one of its 
first decisions, reversed the 
discrimination and backed our 
position. Now we have the problem of . 
the OrimuMon [boiler fuel], which is a- 
technological achievement of 
Venezuela. It feces opposition in the 
state of Florida but is now being 
reconsidered. Yet all these difficulties 
must be resolved within friendly 
relations between countries that have 
common interests. 


Q: Do the policies an economic 


Q: Recent elections have been tainted 
by accusations of fraud. What are the 
prospects of profound political reform 
that could strengthen the process? 

A; Every electoral system has its ' 
advantages and disadvantages. The 
process has worked quite well. There 
have been situations where the judges 
have called for a partial repetition of 
elections, neve- in entire regions but in 
certain areas or electoral boards. 

Efforts are under way to mechanise the 
vote count. 
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sayB that higher oil output 
at steady prices should help 
reduce economic volatility. 
However, there is wide- 
spread agreement that other 
measures will be needed. 
The government's proposed 
macroeconomic stabilisation 
fond, intended to keep some 
of the windfall gains outside 
the economy, is another pro- 
posal awaiting congressional 
approval. 

The greatest challenge for 
the new government will be 
to rebuild the capacity of the 
state. Some L3m people are 
on the state payroll (though 
many do not even pretend to 
work). Because the wage set- 
tlement process has com- 
pressed differentials, there is 
huge competition for jobs at 
the bottom and none for 
those at the top. The result 
is a shortage of qualified 
senior public servants. 

The development of a pro- 
fessional civil service, a 
capable teaching profession 
and proper health services 


. are urgent issues. A success- 
ful social security reform 
should help start the rebuild- 
ing process, and a number of 
other projects, such as judi-' 
dal reform, would also help 
ease popular discontent. 

Far although public dem- 
onstrations of discontent 
have subsided, there is no 
guarantee that this will be a 
permanent state. Growth 
may help ease hardship, but 
it sometimes brings to the 
surface latent tensions, as In 
1992 when the economy was 
growing at double digit 
rates. 

To stave off popular disaf- 
fection. Venezuela needs 
years of steady growth and a 
proper functioning state. 
The debate about how to 
achieve this has matured 
considerably in recent years. 
However, it remains to be 
se€ P. ^hether Venezuela’s 
politicians have sufficient 
foresight to carry through 
what Mr Caldera has reluo- 
tantly started. 

• Stephen Fidler is the FT's ' 
Latin America Editor 
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Volatile cycle on the up 


Towns and cities 
beyond Caracas 
are now feeling 
the effects of 
boom conditions 

After - four recessionary 
years, Venezuela’s depr essed 
economy has returned to 
growth. The economic 
free-fell which followed .the 
1994 banking crisis that .has 
cost the equivalent of 15 per 
cent, of gross domestic prod- 
uct has been checked. 

Venezuela's notoriously 
volatile business cycle is at 
last on the up. Asset prices 
are beginning to rise sharply 
from the floor to which they 
sank last year. The stock 
market has more than tre- 
bled in value, and office 
rents in central Caracas are 
rising. 

On top of this, the opening 
since 1993 of Venezuela’s oil 
sector to foreign investment 
is starting to percolate 
through the economy. As a 
result, boom conditions are 
emerging in some parts of 
the country outside the capi- 
tal. 

Helped by foreign invest- 
ment in the country's hugely 
competitive oil sector, some 
$5.8bn of foreign direct 


investment will enter the 
country this year, according 
to central bank estimates. 

Growth of the economy 
will be 5 per cent this year, 
compared with a negative 1.6 
per cent last year gnri higher 
than the government’s offi- 
cial forecast of 4 per cent 
1997. according to Luis Raul 
Matos Azdcar, the finance 
minister. The government is 
discussing a 4 per cent 
growth target for next year 
with the International Mone- 
tary Fund, says Mr Matos. 
This already looks a proba- 
ble underestimate. 

The flip side to the recov- 
ery is the likely difficulty in 
bringing down inflation. Mr 
Matos says inflation “can 
still be close to” its 35 per 
cent target next year (it was 
10&2 per cent last year) and 
that a 15 per cent inflation 
target for next year is being 
discussed with the IMF. Not 
many in Caracas believe the 
government has much of a 
chance of getting close to the 
latter goal. 

A number of factors mili- 
tate against a rapid decline 
in inflation. Fiscal policy is 
too loose and monetary pol- 
icy is hobbled by a series of 
difficult technical issues at 
the central H ank , including 
the large debt owed to it by 


DIVERSIFICATION • by Adam Thomson 

Tourism offers 
good prospects 

Deoendenee on duriDB Jul y August. 

Oil However, Luis Raul Matos 

Oil OV6r the years Azdcar, the finance minister, 

has led to many convinced the countr *’ s 

, . J non-tradidonal sector is via- 

SeCtOrS Deuig ble. He says the government 

neglected ^ working to limit the real 

“ appreciation of the currency 


Francisco Crededio is 
convinced that Venezuela's 
tourist Industry is under-de- 
veloped. As president of the 
Air and Sea Travel Guide to 
Venezuela, he la one of the 
country's most vigorous 
campaigners to diversify the 
economy away from oil. 

The idea is to make tour- 
ists aware that Venezuela 
can offer them more than 
just a beach," says Mr Crede- 
dio. He believes that by 2000 
Venezuela can double the 
present number of tourist 
arrivals to 1.3m a year. 

Tourism is one of many 
sectors Venezuela has 
neglected during years of 
heavy dependence on oil rev- 
enues. While petroleum has 
traditionally represented an 
engine of growth for oil-re- 
lated sectors of the economy, 
the influx of petrodollars has 
exerted upward pressure an 
the local currency, eroding 
exporters' profits and mak- 
ing imports cheap. 

The prospects for diversi- 
fying the economy are seen 
as mixed. 

“The natural tendency as 
the petroleum sector grows 
is for a rising exchange 
rate,” says Ramon Espinasa, 
chief economist at the state 
oil company. PDVSA. “That 
means that in the future 
Venezuela will not produce 
[all] the thing s it is produc- 
ing now." Agriculture is 
seen as one of the most vul- 
nerable sectors- 

Venezuela's non- 
traditional export sector - 
which includes textiles, 
toys and fruit - is 
also likely to suffer. Growth 
during the first half of this 
year has given way to a 
deterioration in exports 


during July and August. 

However, Luis Radi Matos 
Azdcar, tha finance minister, 
is convinced the country's 
non-traditional sector is via- 
ble. He says the government 
is working to limit the real 
appreciation of the currency 
and sees the opening of 
regional markets as an 
opportunity to increase 
sales. In addition, recent 
government measures have 
created tax incentives for 
exporters, he says. 

Yet, in spite of govern- 
ment attempts to limit the 
appreciation of the currency, 
the Venezuelan bolivar is 
expected to strengthen by 10 
per cent in real terms this 
year. 

Since PDVSA in 1986 
moved its strategy away 
from maintaining high oil 
prices towards concentrating 
on volume, the future of the 
country’s non-oil sector has 
looked compromised. 

“Venezuela is finally wak- 
ing up to the fact that it is | 
an oil-producing nation," 
says PDVSA'S Mr Espinasa. 
He argues that while the 
implication is a continued 1 
dependence on oil, increased 
production in the future will i 
bring about an oil-related I 
diversification. 

In Venezuela’s increas- i 
ingly urban population - I 
some 80 per cent of the coun- 
try's 22m population now 
live in towns and cities - the 
service sector and non-trada- 
ble goods, especially con- 
struction, are likely to bene- 
fit 

"Over the next ID years 
the construction sector win 
expand at an average 6 per 
cent a year," said Carlos 
Avellaneda, president of the 
Venezuelan Chamber of Con- 
struction, in a recent speech. 
The sector grew 14.7 per cent 
in the first half of this year. 

Telecommunications is 
one of the most dynamic ser- 
vice sectors in the country at 
the moment 
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the government As a result, 
the burden of combating 
inflation relies excessively 
on the exchange rate, now 
usually calculated at 
between 10 and 20 per cent 
overvalued. 

Antonio Casas, the central 
bank president, said this 
month that "fiscal adjust- 
ment must be deepened and 
consolidated”. 

The IMF has similar con- 
cerns. It Is talking with the 
government about a possible 
standby programme, though 
with $i&3bn In reserves at 
the end of September the 
government has no need of 
the money. These pre-occu- 
pations exist despite an 
expected , consolidated public 
sector surplus this year, fol- 
lowing last year’s surplus 
equivalent to 7.3 per cent of 
GDP. 

What is relevant in the 
light against inflation, the 
IMF argues, is the govern- 
ment's non-oil budget deficit 
The fund wants this to be 
cut from 7 per cent of GDP 
to 6.5 per cent in the coming 
year, and favours an 
increase in domestic petrol 
prices. It is also concerned 
about the budgetary cost of 
this year's reform of the 
labour laws, which while 
widely viewed as beneficial 
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on a microeconomic level, 
represent an added fiscal 
burden. Government spend- 
ing is some 10 per cent 
higher than targeted so far 
this year, the overshooting 
partly a consequence of over- 
spending by tbe decentral- 
ised state governments and. 
wage rises for public sector 
workers- 

This is contributing to a 
huge influx of liquidity into 
the economy, which has 
brought about negative 
interest rates in real, infla- 
tion-adjusted terms. 

Government spending 
financed by taxes paid by 
the state oil company, Petro- 
leos de Venezuela (PDVSA), 
and spending by PDVSA 
itself in the domestic econ- 
omy are both financed by 
foreign exchange earnings. 
Since the sharp currency 
devaluation of 1995-96, more 
money has also been enter- 
ing tbe country, attracted to 
the high nominal rates of 
interest - and not deterred 
by domestic inflation, which 
is irrelevant to dollar-based 
investors. 

The government has 
proposed a number of 
measures In a bid to break 
the transmission of volatility 
to the economy, via fiscal 
policy, from the sharp 



w- 


Casti in 
circulation 



VENEZUELA 


Index (1990=100) 

180 

Btomlnal e w JMnpa 
raws adjusted 

(or changes nHm . 

W 160 

Boflvar/D-Mark if/ 


BotfwrtOofcr i 


/ 100 


Luis Raul Matos Aasde 

finance minister 


I Sources: GoranU Bank: tfsnEunmv; EHJL IMF, nemouond Rnancaf Sumacs 


| Venezuela '• 
I Laun America" 


1994 OS 06 97* 98* 

*EU lorecasts 


188091 82 S3 94 95 9ft 97-88* 
-BU foreem* 


fluctuation in oil revenues. 

Among tbe most impor- 
tant of these is the so-called 
macroeconomic stabilisation 
fund, an external account 
held outside the country into 
which oil revenues above 
certain preset levels would 
be paid - and used if oil rev- 
enues decreased unexpect- 
edly. However, like many 
other government projects, 
this is held up in Congress, 
where the administration is 
in a minority. As an interim 
step. PDVSA will hold some 
windfall oil revenues in for- 
eign currency instead of con- 
verting them into bolivars. 


The government and 
PDVSA argue that the new 
oil policy that concentrates 
on higher output will make 
the economy less sensitive to 
price fluctuations, hut even 
if this is so, there is wide- 
spread agreement that stron- 
ger measures are needed. 
The government has sent to 
Congress, says Mr Matos, 
another proposed law which 
would belp reform the bud- 
get setting process along the 
lines of that in New Zealand 
or in Argentina. Its likeli- 
hood of passage seems low. 

Ricardo Hausmann, the 
former Venezuelan planning 


minister and current chief 
economist of the In ter Ameri- 
can Development Bank, 
argued in Caracas this 
month that a constitutional 
amendment was needed to 
Stop governments spending 
oil revenues above a certain 
percentage of GDP in any 
one year. An independent 
fiscal agency should also be 
established to keep the bud- 
get process transparent 
Carlos Herndndez Delfino, 
vice-president at the central 
bank, said a constitutional 
amendment might be too 
rigid and too narrowly 
focused. However, an 


organic law - which, like a 
constitutional amendment, 
requires a large majority to 
overturn - might be the 
right format. 

Such proposals stand little 
chance of being passed soon, 
but they do illustrate the 
changing nature of the 
debate on how the Venezue- 
lan economy should be man- 
aged to overcome the tradi- 
tional volatility. Most of the 
old, unsatisfactory practices 
are still in force, however. 
The government has not 
done enough yet to banish 
tbe sharp swings in the Ven- 
ezuelan business cycle. 
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BANKING • by Edward Luce 


Rising from financial ashes 


% .10 ,20 


Rescue proved to 
be expensive, but 
much of the cost 
has now been 
recovered 


Just three years after the 
collapse of the Venezuelan 
financial system, ftp coun- 
try's banking sector is well 
on the road to recovery. 

The bankruptcy of Banco 
latino in 1994 triggered an 
implosion in the country's 
banking sector. The collapse 
of what was then Venezue- 
la's second-largest bank 
pushed roughly one-third of 
the country's banks into 
insolvency. 

-Confidence in Venezuela's 
under-capitalised banking 
system dissolved almost 
overnight as depositors with 
the weakest banks rushed to 
close accounts. 

The after-effects of the cri- 
sis are still very much in evi- 
dence. But in other respects 
Venezuela's banking sector 
has altered dramatically. 
“Venezuela’s banking sector 
Is now in a strong position 
to grow," says Michel Gogui- 
kian, president of Banco de 
Venezuela, the country's 
third-largest bank. “Most 
banks are well capitalised, 
and many can start the pro- 
cess with relatively clean 
balance sheets.” 

Getting from A to B. how- 
ever, was a disruptive and 
expensive operation. Con- 
fronted with the choice of 
permitting large-scale bank- 
ruptcy or Intervening to 
prop up the system, the 
administration of President 
Rafael Caldera opted for the 
latter. 

The rescue operation 
launched in 1994 set the gov- 
ernment back by more than 
$10bn - or almost 16 per cent 
of gross domestic product. 
Roughly one-third of the 
country's banks were nation- 
alised, leaving the govern- 
ment with an enormous debt 
burden. 

Much of the cost, however, 
has been recuperated 
through the privatisation of 
the leading banks in a pro- 
cess which has delivered for- 
eign control of a p re v io u sly 


locally-dominated sector. 
Foreign control of the Ven- 
ezuelan hanking sector has 
risen to 60 per cent of total 
banking assets from less 
than 6 per cent in 1994. 

"From being one of the 
most national banking 
systems in Latin America, 
Venezuela now has the most 
heavily foreign-controlled 
system in the Americas,” 
says Jose Gonzales, senior 
Latin American equity ana- 
lyst at ING Barings in New 
York. “Banking in Vene- 
zuela has suddenly become a 
completely different game." 

Most prominent among the 
new foreign entrants are 
BBV and Santander, the 
leading Spanish banks, 
which took control last 
December of Venezuela’s 
largest and third largest 
banks respectively. San- 
tander's $3Q0m acquisition of 
Banco de Venezuela was 
swiftly followed by BBV tak- 
ing a 40 per cent stake in 
Banco Provincial. Shortly 
afterwards, Infisa - a group 
of investors from Chile - 
took control of Banco Conso- 
lidado, Venezuela's fourtb- 
lazgest bank. 

Of the country’s top four 
banks, only Banco Mercantll 
remains in local hands, 
although even then JJ*. Mor- 
gan, the US Investment 
bank, has a 10 per cent 
stake. 

Local analysts say the for- 
eign takeover will provide a 
much-needed stimulus to 
modernise Venezuelan bank- 
ing. “Nobody seriously 
opposes foreign majority 
ownership of Venezuelan 
banks," says Ricardo Pen- 
fold. head of research at San- 
tander Investments in Car- 
acas. “Foreign banks bring 
efficiencies, new technology 
and a more professional 
approach to h anking ." 

Few, however, would dis- 
pute that it will take much 
time and effort to revamp 
Venezuela’s antiquated 
banking sector. Mr Gogui- 
kian says that Banco de 
Venezuela is heavily over- 
staffed, with 35 employees 
per branch compared with 
just 10 per branch in San- 
tander’s Spanish network. 

With 7.300 employees on 


an asset base of just Sibn. 
the bank is urgently address- 
ing its costs. At the same 
time, however, the new man- 
agement is investing $S0m to 
upgrade the bank's informa- 
tion technology systems and 
has set up an internal “bank- 
ing school” to improve 
employees' credit skills. The 
picture is much the same 
across the rest of the sector. 

Oscar Garcia Mendoza, 
president of Banco Venezo- 
lano de Credito — the coun- 
try’s sixth-largest bank 
which is wholly-controlled 
hy local shareholders - says 

the new entrants are also 
trying to put lending policy 
onto a more formal footing. 

“Much of Venezuelan 
banking is based on charac- 
ter lending,” says Mr Garcia. 
“Banks lend to companies 
winch they know and trust 
without asking for any 
detailed financial state- 
ments.” 

The result, says Mr Garcia, 


is the type of poor quality 
lending which led to the 
banking crisis in 1994. But 
Mr Garcia is sceptical of 
claims that Venezuela has 
once and for all buried its 
chequered banking past 
“Bankers are always the 
same,” he says. “When 
there's an upswing they foil 
over each other to attract 
new borrowers without ask- 
ing too many questions.” 

On most indicators, Vene- 
zuela is now entering an 
upswing in its growth cycle. 
With 38 commercial banks 
and more than 100 savings 
institutions, the banking sec- 
tor is competing ferociously 
for new b usiness in the pri- 
vate sector. The competition 
is all the more fierce consid- 
ering the low base from 
which it starts. Total lending 
as a proportion of GDP has 
grown by 143 per cent since 
August 1996. At just 9 per 
cent, however, the loan-to- 
GDP ratio is comfortably the 


lowest in Latin America. 

The scramble for new busi- 
ness is accentuated by sev- 
eral factors. The almost com- 
plete erosion of lending 
portfolios over the past three 
years has left banks with 
little choice but to stock 
their balance sheets with 
securities issued by the cen- 
tral bank. 

The paper - monetary sta- 
bilisation notes - was 
designed to mop up excess 
liquidity generated by buoy- 
ant oil revenues and to pro- 
vide banka with the interest 
returns to keep them afloat 
during the recession. 

But the bills have proved 
enormously costly for the 
central bank to service. As a 
result, it is gradually reduc- 
ing new issuance and 
encouraging banks to shift 
back into more conventional 
interest earnings. “We are 
planning to move towards a 
more sophisticated and sus- 
tainable m arlfat for paper in 
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Venezuela,” says Antonio 
Casas, governor of the cen- 
tral bank. “Banks do not 
n ffwri to rely on TEMs [titulos 
de estabdizadon monetariaj 
so heavily any more." 

The hunt for new l ending 
opportunities has been given 

added urgency hy increases 
in the cost of banking. In 
addition to a 2 per cent tax 
cm deposits (to replenish the 
government's balance sheet 
after the rescue operation), 
the res e rve requirement on 
banks has been raised from 


12 per cent to 17 per cent 
over the past three months. 
The central bank justified 
the increase as part of its 
battle to reduce inflation. 
The result, however, has 

been to step up the pressure 

on Panics to win new cus- 
tomers. 

Added to this, the spread 
between deposit rates and 
commercial lending rates 
has narrowed from 20 per- 
centage points to around 7 
pe rpgwtttge points in the past 
ping months. This trend - 


spurred by a resmgenoein 
liquidity and . tougn competi- 
tion for a relatively SmaH 
but growing pool of prorate 
sector borrowers - has 
served as a. reminder^ 
banks that subsidised, bal- 
ance sheets are probably a 
»Htny of the past ... ; . 

Finally, with the i nflation 
rate expected to fall to 15 per 
cent by the end of 1998, 
banks are faced with the 
prospect of positive real 
interest rates for .the first 
time in four years, T his wi ll 
deprive the banking system, 
of the cheap credit it. has 
relied upon since 1994. Some- 
thing approaching normal 
market conditions, in other 
words, is around the comer. 

"We t hink that the ba rik- 
ing sector will have to -con- 
solidate quite rapidly over 
the next few years/ * says Mr 
Gonzalez. Those hanks 
which are most dependent 
cm central bank paper are 
highly vulnerable," he adds. 
«Banks which can win. the 
high-quality corporate bor- 
rowers are in the best posi- 
tion to benefit from the eco- 
nomic recovery." 


THE STOCK MARKET • by Edward Luce 


Booming but vulnerable 


The Caracas 
exchange still has 
much to do to 
earn foreign 
confidence 


Between April and June of 
this year the capitalisation 
of the Caracas stock 
exchange (CSE) leapt by 44 
per cent In dollar terms, eas- 
ily outstripping equity 
growth in the rest of Latin 
America. 

The bull run. which fol- 
lowed a lacklustre first quar- 
ter when the 1CB index 
dropped by almost 8 per 
cent, was underpinned by a 
resurgence in confidence in 
Venezuela’s growth pros- 
pects after a bout of jitters 
earlier in the year. 

Nevertheless, although 
Venezuela pulled off a simi- 
lar feat In 1996 - posting 
growth of 136 per cent (the 
global record for the year) - 
the market is still vulnerable 


to a sudden reversal in senti- 
ment. With a turnover of 
Just KL5m on a lively day, the 
exchange remains severely 
undercapitalised when com- 
pared with its Latin Ameri- 
can counterparts. 

Market capitalisation, at 
some $16bn, is just 18 per 
cent of gross domestic prod- 
uct, compared with well over 
50 per cent in most emerging 
markets. Although tbe 
bourse has 89 listed stocks, 
most of them are barely 
traded and just a handful 
dominate the market 

No wonder that regional 
fund managers invest just 2 
per cent of their portfolio 
funds in Venezuela com- 
pared with an average of 30 
per cent in Mexico and 
around is per cent in Argen- 
tina. 

Alejandro Salcedo, presi- 
dent of the CSE, concedes 
that the exchange has much 
ground to cover before ft can 
boast of foreign confidence 
in its operations. Critics of 


the CSE reel off a litany of 
inadequacies, including 
delays in its settlement pro- 
cedures. "We know of a num- 
ber of foreign brokerages 
who have given up on Car- 
acas until it has a better set- 
tlement system,” said one 
analyst. 

Mr Salcedo says that more 
than 90 per cent of transac- 
tions are settled within 
T-plus-5 (five business days) 
and the aim is to reduce set- 
tlement to T-plus-3 in tbe 
near future. In addition, tbe 
exchange in now fully auto- 
mated and is investing in 
upgrading its recently-estab- 
lished central depositary 
fund. 

“We would like a quicker 
settlement system, but it is 
getting more efficient and it 
Is not deterring foreign bro- 
kerages from setting up 
here,” says Mr Salcedo. The 
cost of a seat on the CSE 
reached a record $1.2m last 
year, while 10 foreign bro- 
kerages now have seats on 


the exchange, Mr Salcedo 
adds. 

The CSE also plays down 
suggestions of widespread 
Insider trading, in spite of 
the fact that Venezuela’s 
securities and exchange 
commission has yet to 
undertake one successful 
prosecution (it is “under- 
staffed and under-budgeted", 
according to Mr Salcedo). 

Exchange officials say 
there is a well-functioning 
surveillance department 
which regularly suspends 
trading if there has been an 
unnanai price movement. In 
addition, listed companies 
are required to submit quar- 
terly r eports to the CSE and 
contract an annnal audit 
from a recognised accoun- 
tancy firm within 30 days of 
the shareholders' meeting. 

Perhaps the most powerful 
complaint, however, is that 
tiie market lacks liquidity. 

CSE officials say that 
liquidity will be enhanced hy 
a much-awaited flurry of 
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new listings, assuming tbe 
Venezuelan Congress enacts 
a series of privatisation bills 
now before it. In addition, 
hopes remain strong that 
Congress wifi pass a social 
security bin by early 1998 to 
set up private sector man- 
aged pension funds which 
would give a strong boost to 
Venezuela’s paltry domestic 
savings rate. 

Most of ah this, however, 
binges on the implementa- 
tion of a series of reforms 
which are by no means guar- 


anteed. Judging by the vola- 
tility of the stock market,: 
which has only in the last . 
two months surpassed the 
turnover volumes it -reached 
at its peak in 1991, only the 
brave would suggest it has 
entered a less Skittish phase 
in its history. 

There is an equally strong 
case to be made that inves- 
tors should remain cautious' 
of Venezuela until they have 
seen whether it can deliver 
on the changes it has prom-. 
isecL 





agjince 1824 H.L. Boulton has been Venezuela's main 
link with the rest of tbe world in the area of freight 
transport Our mission is to provide excellence in freight 
transport and handling services through our system of 
Total Transport which provides sea, air and land freight 
transport supported by highly qualified personnel in die 
areas of Shipping Agency, Customs Brokerage, Port 
Terminal Operations and over! and transport in 
Venezuela. Tradition, integrity, global understanding and 
experience make H.L. Boulton & Ox, SA.GA. 
synonymous with Excellence at your disposal. 


Shipping Agents (general freight, bulk & oil vessels) 
Customs Agents - Freight Consolidation 
Multimodal Transport - Terminal Operations 
Warehousing. 


We have offices in: 

La Guazra - Puerto CabeQo - Maracaibo - Guaota 
Maturih - Puerto Ordaz - Panto Fijo - Valencia 
Barquisimeto - San Antonio dd TAchira 
Santa Elena de Uairea. 

SHIPPING - Heige Nielsen, General Manager. 

Phones: 58-2-5649327 / 58-2-5647412. 

Fax: 53-2-5645394 1 58-2-5649041. 

CUSTOMS - Silvio Bongfoanni, Special Projects Mgr. 
Phones: 58-2-5631974 / 58-2-5637056. 

Fax: 58-2-5645466 / 58-2-5411666. 

FREIGHT consolidation, warehousing 
AND MULTIMODAL TRANSPORT 
Quintilo Finol, General Manager. 

Phones: 58-2-5778367 
58-2-5778877. Fax: 58-2-5781225. 

TERMINAL OPERATORS 
Alberto H. Bouhon, General Manager 
Phone: 58-2-5643707. Fax: 58-2-5633894. 





H.L. BOULTON & Co., S.A.C.A 
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enezuela 
even closer to 

worldwide business 

Local expertise, global strength 


Banco de Venezuela, the county's oldest and 
most renewed banJdng institution, now works 
in tandem with Santander Investment, the 
leading investment banking organization in 
Latin America, to service all your financial 
needs both in and out of Venezuela. 


Banco de Venezuela, with over 100 years of 
existence, is today an integral part of Grupo 
Santander's global banking network. 
Telephone numbers :(582) 501.2717 • 953.3553 


Santander Investment 


& 


Banco de Venezuela 

Grupo Santander 
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BANCO CENTRAL DE VENEZUELA 
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POLITICS • by Raymond Colitt 




Stability based on 
long experience 


PROFILE 


Teodoro Petkoff, planning minister 


VENEZUELA 
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Guerrilla line to front line 


President Caldera 
can take much of 
the credit for his 
country's current 
govemability 

The ballet holes that marke d 
the presi d ential palace after 
the 1992 coup attempt have 
long disappeared, and with 
them the political instability 
that shook Venezuela’s 
democracy, the longest unin- 
terrupted democracy in 
South America. 

The credit belongs largely 
to President Rafael Caldera, 
who had to break with many 
of his political allie s to reach 
the presidency but could 
draw on 60 years of experi- 
ence in rymsAngug.h ui}rifng 
His principal pillars of sup- 
port in restoring governabil- 
ity and pacifying political 
passions were the military, 
the church, the social demo- 
cratic Accion Democratica 
(AD) party and its dose ally 
the national labour federa- 
tion (CTV). 

With the help of his 
son-in-law, Gen Ruben Rojas 
Parra, Mr Caldera has qui- 
etly cleansed the armed 
forces of any rebellions ele- 
ments and granted them 
generous salaries and other 
privileges. 

Mr Caldera also sought 
support in the enemy camp 
of AD, long-time rivals of the 
social Christian Copei party 
which Mr Caldera founded 
in 1946 and abandoned 
before the presidential race 

in 1993. In fact, Alfar o Ucero, 

the undisputed leader of AD, 
has more power than the 
president, says Reinhardt 
Wettmann, who beads the 
Latin American social sci- 
ence research institute 
(Qdis) in Caracas. 

When Mr Caldera faced a 
fierce three-week-old medical 
sector strike, which forced 
even emergency services to 
shut down, he was forced to 
call on Mr Ucero to put 
down the stoppage. 

The risk of a lame-duck 
government during the last 
year of the Caldera adminis- 
tration is real. Seeking to 


emerge from an internal 
power struggle and distin- 
guish itself from the current 
government, the Copei party 
has noticeably stepped up its 
opposition. 

Mr Caldera Is aware that a 
surge in opposition could 
jeopardise reform during his 
last year in power. "1 am 
trying to convince the 
various political groups that, 
if they hope to govern, they 
must help us to hand over 
this country in a governable 
condition." said Mr Caldera. 

Although Venezuela 
boasts the region's longest 
continuous democracy, its 
electoral process is seriously 
flawed. “Political parties 
have penetrated our elec- 
toral institutions and manip- 
ulated election results.** says 
Orlando Contreras Polido, 
head of the House electoral 
commission. In the national 
elections of 1992 and 1995. 
the results in four and Ove 
of 20 states, respectively, 
were declared void as a 
result of alleged fraud. 

According to a proposed 
electoral law before Con- 
gress, the national electoral 
council would no longer be 
made up of party members, 
and local electoral boards 
would be chosen randomly 
and not by appointment of 
the do minating parties. The 
casting and counting of 
votes would be automated. 

Yet the legislative pro- 
posal. which in some cases 
directly undermines the 
interests of . tbe very 
congressmen voting on it. 
has already been watered 
down before passing the 
lower house and now risks 
losing more bite in the Sen- 
ate. 

As political parties seek to 
maintain their power in the 
electoral process, they have 
lost credibility among the 
electorate. Polls indicate 
that only one-third of the 
voters favour traditional par- 
ties. 

Irene Saez. a former Miss 
Universe and the current 
mayor of the Caracas district 
of Cbacao, appears to be 
capturing most of the 
“anti-politician” vote. Some 


researchers say she leads the 
polls with 33.7 per cent of 
the vote, far ahead of 
Claudio Fermin. a possible 
AD candidate with 10.5 per 
cent 

Internally divided and 
undermined by tbe “indepen- 
dent vote", Copei has opened 
its doors to the former 
beauty queen. Yet, according 
to research by another com- 
pany. in Caracas. Ms Saez 
has 56 per cent support as an 
independent candidate but 
only 41 per cent as a candi- 
date of Copei. 

Equally discredited and 
unable to put forward a can- 
didate who could compete 
with Ms Saez. AD may well 
decide to use its extensive, 
vote-generating party 
machinery to focus on the 
congressional and guberna- 
torial races, thereby increas- 
ing its negotiating power, 
suggests political analyst 
Alfredo Keller. 

ironically, widespread 
despair arising from the col- 
lapse of the old model - the 
paternalistic state financed 
by oil revenue - may be the 
strongest argument for con- 
tinuity. Even tbe hardliners 
today do not advocate a 
return to the populist, inter- 
ventionist economic policies 
that failed utterly during the 
first two years of the Caldera 
administration. “Caldera 
fired tbe last shot of popu- 
lism," says Augustin Berrio, 
deputy secretary-general of 
Copei. 

Even within AD, which 
has more interest in defend- 
ing the status quo. reformist 
elements are beginning to 
emerge, albeit tacitly “We 
recognise the state is ineffi- 
cient and unproductive, but 
we have to find an organ- 
ised, structured way to 
reform it," says Aristides 
Hospedales. an AD congress- 
man. 

Thus, the next govern- 
ment may well continue 
along the reform path, 
although it is not clear at 
what speed. Given the wide 
spectrum of political forces, 
any government is unlikely 
to emerge with a clear 
majority in Congress. 


Teodoro Prtkoff, the 
65-year-old unassuming, 
moustachioed planning 
minister who once fought 
tbe government as an 
underground leftist 
guerrilla, has been the key 
figure in implementing tbe 
market-oriented reforms 
adopted by tbe government 
In April oT last year. 

President Rafael Caldera 
called on Mr Fetkoff - 
whom be pardoned and 
released from jail along 
with other rebels in 1969 
during his first term in 
office - to help implement 
the unpopular belt 
tightening measures, which 
included massive rises in 
petroleum prices and in 
utility rates and taxes. 

The choice of Mr PetkofT 
as salesman and front man 
for an IMF-backed reform 
programme was deliberate. 
Even though he bad been a 
persistent critic of Mr 
Caldera for years, Mr 
PetkofT would not only win 
over crucial support from 
his leftist MAS party: his 
credibility with labour and 
leftist intellectuals was a 
key factor in forging the 
necessary consensus to 
posh through the 
unpopular austerity 
measures. 

“PetkofT was crucial tn 
implementing reform 
because he has force and 
passion and is very 
articulate,” says Humberto 
Calderon Berti, a 
Caracas-based consultant 
and possible presidential 
candidate. 

Relying heavily on 
baseball terminology and 
popular jargon, Mr PetkofT 
took to tiie streets, 
university mess halls, 
senior citizens’ associations 
and labour unions to pave 
the way for Agenda 
Venezuela, as the economic 
reform programme is 
called. 

Mr PetkofFs image as an 
unconventional politician 
helped him overcome 
long-standing disbelief 
towards politicians and 
gave hhn extra credibility 
amongst tbe poor and 
marginalised. Dressed 
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Teodoro Paticoffc ‘At the ttme we thought the armed struggle would bring about the world ol ideals we were looking for 1 pimm feum 


informally, he often shuns 
his mi n i nt ry car and 
chauffeur and sets off to the 
barrios (slums) of Caracas 
to try to justify government 
austerity measures. 

For many, such a job 
would have amounted to 
political SUickle, and hie 
detractors immediately 
suspected hidden political 
ambitions. Yet, following 
two failed attempts to reach 
the Miraflores presidential 
palace. Mr PetkofT 
emphatically denies any 
intention to run in next 
year's election. He has 
already served four terms 
in Congress. 

Perhaps his most 
significant achievement 
was a breakthrough in the 
round-table talks between 
labour and industry, which 
led to an historic social 
security and labour reform. 
“Fetkoff was the driving 
force in those talks,” says 
Francisco Natera, president 
of the infl u ential federation 
of industry and commerce, 
Fedecamaras. 


The agreement, which 
made the labour market 
more flexible and reduced 
redundancy costs 
dramatically, was 
celebrated as tbe most 
important improvement of 
Venezuela’s investment and 
operating climate in recent 
years. 

When Mr PetkofT was 
temporarily replaced, for 
health reasons, at the talks. 
negotiations cam* to a 
standstill. They recovered 
momentum only when he 
returned after a month’s 
absence. 

He was also instrumental 
in convincing foreign 
investors that the 
government’s about-face 
from populist, 
interventionist policies to 
market reform was for reaL 

Mr PetkofT has no 
problem in reconciling his 
leftist, militant past with 
his current advocacy of 
neo-liberal reforms. “1 am a 
pragmatic socialist," he 
says. “What I'm interested 
in is solving the country’s 


profound economic and 
soda] problems. At the time 
we thought the armed 
struggl e would bring about 
the world of ideals we were 
looking for; now we realise 
it was a mistake." 

As a young militant in 
the Communist party, Mr 
Petkoff engaged in sabotage 
acts against the state and 
spent a total of three years 
in prison, escaping twice. 
Disillusioned with 
communist dictatorships, 

Mr PetkofT and other 
comrades split from the 
Communist party and later 
co-founded the Movement to 
Socialism party (MAS). 

Yet Mr PetkofT does not 
embrace market-oriented 
reform blindly. “The 
trickle-down effect may 
prove to be a fallacy. 1 ’ be -- 
says. 

The minister has been a 
strong advocate of 
temporary welfare 
programmes. “They 
guaranteed the social 
stability during the past 
year and a half.” - 


Venezuela has ana of the 
worst income distributions 
in the region. The richest 10 
per cent of the population 
earn nearly half of the 
national income, while the 
bottom 10 percent are left 
with 1.7 per cent of the 
country’s wealth, he says. 

In the long-run. he admits, 
only a dramatic 
improvement in public 
services can provide a 
substantial improvement in * 
the standard of living for 
most Venezuelans. 

But with government 
opposition increasing as the 
presidential election draws 
near® - Mr PetkofT may find 
it increasingly difficult to 
forge grand political 
accords or implement state 
reform. 

With modi to show for 
but tittle recognition aft® 

18 months in office, be does 
not regret having taken on 
the job. “I knew I wouldn’t ' 
maVp any politically gains - 
in the shortterm," he says. 

Raymond Colitt 


CORPORACI6N VENEZOLANA DE GUAYANA 
GUAYANA - A REGION FOR INVESTMENT 


- The region of G Dayana has become a center for tbe economic recuperation of Venezuela. Its basic industries represent cumulative 
investments exceeding 25.000 million dollars and produce annual sales of 3 .000 million dollars. 

- Cindad Guayana, die core industrial center of tbe area, is likely to become tbe world capital of pie reduced metals. Last year it received 
investments in tbe cider of 2,000 million dollars for the Installation of two pre reduced metal plants and the construction of a plant for the 
production of gold with a handling capacity of 40 thousand MT/day of ore for gold and center bars. 

- Guayana contributes 9% of the Gross Internal Product of \feneznela, and 36% of non traditional exports. 

GUAYANA - VENEZUELA’S INDUSTRIAL AND TRADE ALTERNATIVE 

Vaxxucla. internationally known far its enormous oQ production, has in die Guayana area a reliable alternative to strengthen its economy 
and an industrial c ent e r attractive from every angle far investors interested in development projects. The area enjoys many advantages . 
such as economical hydroelectric power, natural gas, iron and other raw materials at very competitive prices. 

Guayana is an area open to investment . Investors from all over the world have centered iheir attention 00 Guayana , due to its abundant 
variety of resources and considerable comparative advantages for die development of basic and supplementary industries hi sectors such 
as: Aluminium, muring -gold and diamonds-, iron and steel, agriculture, forestry, tourism and hydroelectric power . An experienced and 
proven labour force is available. This area of Venezuela also offers a strategic location , together with on urban and industrial 
infrastructure with specialized basic services , that facilitate trade with world markets. 

This “opening" process is a Government Policy designed to place in the hands of the private sector areas dial until now have been 
handled through Corpora ri6n Venezolana de Guayana. CVG is an autonomous institute which for 36 years has carried out . with 
efficiency and continuity , programmes to promote the integral development of Guayana. CVG’s efforts have created an industrial, urban 
and service infrastructure . through an investment of 30,000 million dollars, which nowadays serves as a base for national and foreign 
investors to undertake new projects . Projects in the iron and steel sectors, such as steel mills and mining . have begun to materialize and 
mnwifnfe dear evidence that tbe economic recuperation of Venezuela has . as its centre of action , the exuberant region of Guayana. 

GUAYANA - A WORLD OF RESOURCES 

Located in the southeast of Venezuela, Guayana occupies approximately half of the country. It is made up of tbe Stares of Amazonas, 
Bolivar. Delta Amacuio and , in tbe south, tbe States of Anzotttegui and Monagas. It covers an area of 468 thousand square kilometers, 
witb a prodigious combination and abundance of natural resources. These natural resources are available for the development of many 
basic and supplementary iwdiicufc* , such as mining - gold and diamonds- iron and steel; agriculture, forestry, aluminium, tourism and 
hydroelectric power . These sectors have been handled by CVG through 16 companies, in addition to having a partial stock participation 
in another 35 companies. 

When mentioning profitable natural resources . it should be pointed out that there are reserves of high tenor iron ore estimated at more 
than 1,800 rmlHnn metric tons, and of low tenor ore at more than 12JXX) million metric tons- an appropriate reference to the description 
of Ciudad Guayana as tbe world capital of pre reduced metals. 

Guayana is tbe center of operations of the CVG-FERROMINERA pellet plum, called MINORCA, located in Parque Industrial 
Minorca in Matanzas. Ciudad Guayana. where two other plants are under construction. One of them U COMSIGUA with an investment 
of 262 million dollars designed to produce 1 million briquettes per year for export to the Uraied Slates, Korea and Mexico. In this venture 
, CVG participates as a promoter in association with Kobe Steel. Marubeni. Mitsui and Nisbo Iwai, from Japan; Hanbo Steel, from Korea, 
and Tubes de Acero de Mexico -TAMS A 

Through tbe promotion activities of CVG , the POSVEN plant is being buili . in strategic association with Posco from Korea . Raytheon 
from the United States and HYL from Mexico . with an investment of 380 million dollars designed to produce one and half million 
tons/year of hot triquetted non. 


mainly for export. Tbe installation of tins complex raises global investment In Guayana over the next two years to million dollars . 

thereby dear proof of the confidence of international capital in Venezuela and of the tremendous worldwide interest in 

Guayana. 

ft should be mentioned that the pre reduced metal plants will satisfy demand generated by tbe use of hot briquetted iron as a fundamental 
raw material to feed the mini rolling plants that are under construction worldwide. These plants are termed the steel mills of the future, on 
ywimt nf thrir low cast investment and reduced environmental impact 

--cto, Guayana also offers proven reserves of high tenor bauxite in the order of 200 million tons, and potential reserves 
StSLtedT! nSn tons. Thisraw material has been used by tbe aluminium industries of Guayana which has opened their 

doora to private investment in order to attain tbeir economic and technological recuperation. 

Hold minina has, likewise, a high potential in this area of Venezuela with probaWe resenres estimated at 8,000 tons while the presence of 
djanurncbTappeaxs in significant amounts, with an 80% of Bort diamonds for industrial use. 

.Other minerals such as uraxrium. colnmbite. tantalum and rare earths, are under evaluation. 

Also, there are non metallic minerals such as clay, sand, gravel, quartz, dolomite, kaoline. rock crista! - all of them with considerable 

noteniial for profitable exploitation. _ 

, _j_ Ar-mri on hi the gold and diamond mining sector exceed 1.700 million dollars by the year 2000. This program is 

withT^rticipadou of the compmues . >Amezuela Gddfield. Canard, Tumbstoc, 

Minca and Renrinca in projects being pranoted by CVG. . . , 

^ , nf we, Enrrineer Elfas Nadim Ynaty Bello explains that these investment plans show tbe desire of the National 

™ SS of economic aijuam™. md mottoonrioj of \fcnezueta. .ccmding m tho gnidolioK of U» K 

Venezuela which summarize the global strategy to bring about the structural transfonnation of the nauomU 

economy. 

ANOTHER STRENGTH: HYDROELECTRIC POWER , „ n „_ 


megawatts, of which Macagua I generates 360: Guri 9,600; Macagua 0 4376 and Macagua in 172 . This is sufficient to meet Guayana 's 
local needs and 72% of ihe national power consumption. Tbe Caiuachi dam, under construction, will provide an additional 2,160 MW 
when it starts operations in tbe year 2003. 

An agreement has been signed by tbe Preside ms of Venezuela and Brazil whereby electricity from CVG-EDELCA will be exported to the 
north of Brazil . Venezuela will build a transmission line to Santa Elena de Uairen while Brazil will do the same from Manaos. This 
valuable bilateral cooperation project will contribute to the development of communities in southern Venezuela and also assist in the 
growth of tbe northern area of Brazil with which Venezuela maintains growing trade links. Guayana products , such as those generated by 
the steel industry and manufactured by small and medium sized companies . are increasingly capturing tbe interest of die Brazilian 
market. 

THE OPENING TO PRIVATE CAPITAL 

The process of “opening" to private capital conducted by CVG and the Investments Pund of Venezuela has received ample participation 
from different Venezuelan national and regional sectors. Tbe President of Corporaddn Venezolana de Guayana. Engineer Ellas Nadim 
Ynaty Bello, has emphasised tbe need for the process io be carried out in an atmosphere of wide consultation and complete transparency. 
Only in this way could tbe privatization goals of greater productivity , updating of technology . higher employment and quality 
environmental standards be achieved. 

In the iron and steel sector , CVG is working toward tbe privatization of SIDOR and FESILVEN. as a way to free tbe government from 
involvement io projects where the private sector is interested and in a better position and with greater resources to achieve ideal 
maintenance standards and optimize operational conditions. SIDOR is the steel mill which was created as a starting point for the 
industrial development of Guayana. This company has generated semi finished, finished, flat, not fiat and tubular steel products as well as 
ferroaloys and special steel . SIDOR became an emblem of tbe national steel industry and a source of highly qualified labour and new 
technology. In tbe international bidding process for its transfer to die private sector will participate companies such as Sicartsa. Hylsamex, 
Siderar. CSN, lmexsa, Sivensa, Ahmsa-Gan, Dongkuk. Usiminas, Kobe Steel and Consofrio Sidenirgico La tin oh men can o witb the 
presence of capital from Mexico, Venezuela. Korea and Japan. With respect to FESILVEN, there are nine pre qualified investors among 
which are; BHP from Australia; Hevensa from Venezuela, as well as Compania Miners Audan. Elkem Asa. FesiJ ASA and Scab Steel 
Corp & Chum Myung Co. Ltd. 

In the aluminium sector , the Venezuelan government is also encouraging the participation of new capital to benefit technological and 
production structures. The subsidiaries of CVG in the aluminum sector are: ALCASA, B A UXILUM - VEN ALUM and CARBONORCA, 
all of them in need of improved competitiveness through important projects to expand their production to other markets, always wife tbe 
support of tbe comparative advantages which Guayana offers. The negotiations to bring about tbe transfer en bloc of these companies are 
geared towards preserving the integrity of the business and minimizing production costs. Thirteen groups, merged into 5 consortia, are 
participating m this process. They are: Alcoa- Alcan, Norsk Hydro Asa-RIZ, CRA, Limited, Comal co Reynolds Metal Company; Gencor 
Billiton International -Sural, amongst others , representing investment capital from Ca nad a. USA. Korea and Venezuela. 

Other opportunities for participation from the private sector are projects such as the Second Bridge over the Orinoco River, the Railroad 
Line and die Net of Interconnected Highways to be built according to the Concessions Law. These are infrastructures that will raise the 
productive capacity of Guayana and facilitate internal trade, thus reducing transportation costs to and from the iron zone, as Guayana is 
commonly called. 

MORE RESOURCES FOR DEVELOPMENT 

In Guayana lies tbe Orinoco River witb a length of 2.600 Kras and an average flow of 30 million liters per second of fresh water. This 
river offers a means of transport communication to the rest of the world through its navigation channel of approximately 320 Kras 
between Ciudad Guayana and tbe Atlantic Ocean. Large ships can transit the waterway to export products from the industrial park . In 
addition, its water is fit for human consumption, agriculture and industrial use. The installed port facilities currently support exports of 20 
million toos/year with a traffic that, at the present time, surpasses one thousand ships each year through die navigation channel of the 
Orinoco River. 

Another renewable resource in Guayana is the presence of 13 million hectares of natural limber, in addition to the plantations of 
Caribbean Pine . carried out by CVG through its subsidiary PROFORCA in an area of 500 thousand hectares. Private capital will 
participate in this timber potential through strategic associations of companies such as \fenesion, Peeples Industries Inc.. Ecopal and 
Maderas del Tesoro. with CVG. 

In addition to the above mentioned potential and capabilities . other important resources exist such as : natural gas with huge reserves 
north of the Orinoco River near Ciudad Guayana and a gas pipeline with a capacity of half million cubic feet per day operating at 50% of 
its capacity and with highly competitive prices in the world market. There are also lands fit for agricultural development and cattle 
raising: a vast potential for the development of industrial plantations of eucalyptus , for tbe production of charcoal and rubber for 
industrial use. lb this wealth, add a labour force qualified and experienced in die steel and aluminum industries. 

All these resources, potentials and projects make Guayana an extremely attractive centre for investment. The country is aware that it must 
optimize its economy and . as part of a policy of globalization . bring National Added Value to its vast natural resources and installed 
capacities. 


egrimatod at 27 million kilowahs. Up until tbe present 



Engineer Elf das Nadim Ynaty Bello, 

President of Corporation Venezolana de Guayana -CVG. 
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OIL; FOREIGN INVESTMENT • by Edward Luce 


Finding a balanced approach 


Strategists want 
to see the sector 
put in a more 
stable economic 
framework 

Venezuela has long had an 
ambivalent relationship with 
oiL The natural resource, 
which provides more than 70 
per cent of the country’s 
export revenue and over 25 
per cent of its gross domestic 
product, is viewed by many 
as more of a curse than a 
blessing. 

Dependence on oD reve- 
nues has linked the fortunes 
of Venezuela's economy to 
the rollercoaster of interna- 
tional oil prices and is thus 
associated as much with 
“bust" as it is with “boom". 
Placing the oil sector in a 
more stable economic frame- 
work is therefore the key 
objective of the country's 
economic strategists. 

Ramdn Espinasa, chief 
economist of Petrtileos de 
Venezuela (PDVSA). the 
world's third-lazgest oil pro- 
ducer after Saudi Aramco 
and NIOC of Iran and the 
third largest oil refiner after 
Exxon of the US and Royal 
Dutch Shell, believes the 
country is shedding its 
schizophrenic attitude 
towards oil in favour of a 
more balanced approach. 

Since 1991 the country has 
embraced the Apert ura 
Petrolera - the opening of 
the oil sector to foreign par- 
ticipation. This, says Mr 
Espinasa. is a radical depar- 
ture from the approach 
launched in 1976 when the 
oil industry was national- 
ised. It is also an implicit 
break with the original aims 
of Opec (of which Venezuela 
was a founding member) to 
maximise the international 
price of oiL 

“In the past we viewed oil 
as a very finite resource, so 
the aim was to extract as 
many dollars out of it by 
aiming for the highest possi- 
ble price," says Mr Espinasa. 
"Now we have turned that 
approach on its head. Our 
reserves are - for all intents 
and purposes - infinite. Our 
goal Is, therefore, to maxim- 
ise output.” 

The opening of the sector. 


which has brought more 
than 60 of the world's lead- 
ing ofl producing and explo- 
ration companies to Vene- 
zuela, has already borne 
fruit. From a nadir of L7m 
barrels per day (bpd) in 1985, 
the country’s ofl production 
has risen to over 3£m bpd in 
1997. The target is to double 
production again to over 7m 
bpd by 2007 in an expansion 
plan which would see Vene- 
zuela's production overtake 
the current output of Saudi 
Arabia, the world’s largest 
producer. 

According to FDVSA. 
which will remain a state- 
controlled company for the 
foreseeable future, the plan 
pntnflg annual investment of 
Over $7bn until 2007. 

The strategy is relatively 
simple. About $45bn of the 
$73bn required will come 
from PDVSA’s retained earn- 
ings and other sources of 
income, including debt As 
such, the Venezuelan gov- 
ernment has gradually 
reduced the tax burden on 
FDVSA. The oil export tax. 
for example, has been cut 
from 20 per cent to 16 per 
cent The tax burden on 
PDVSA has fallen from 95 
per cent of its gross profits 
in the late 1980s to 71 per 
cent in 1994. This is expected 
to be reduced further. 

Second, PDVSA has set up 
a private investment vehicle 
which will take maximum 10 
per cent stakes in the com- 
pany's joint ventures and 
other operations. The funds, 
which include EPIC, the 
exploration and production 
investment company, may 
be listed on the Caracas 
stock exchange and are 
expected to provide as much 
as 10 per cent of the required 
investment. Apart from 
channelling resources, the 
mutual funds are designed 
to give the Venezuelan popu- 
lation a more tangible share 
in their main economic 
resource. 

Third, and most signifi- 
cantly, PDVSA is opening up 
the country to the extensive 
participation of foreign oil 
companies. The opening, 
which has so far resulted in 
more than 40 projects, has 
enticed virtually all of the 
world's leading oil compa- 
nies. 


“To the extent that Vene- 
zuela wants to open up its 
ofl sector, we want to be a 
part of it,” said Bernard 
Wheelahan, president of 
Shell Venezuela in Caracas: 

Shell, along with compa- 
nies such as Chevron, Brit- 
ish Petroleum. Repsol China 
National Petroleum Carp, 
and Total have successfully- 
bid for operating contracts 
to develop marginal oilfields 
in the light and medium- 
weight crude cdl sector. 

The contracts, which last 
for 20 years, are based on a 
return of capital inv es tment 
which is linked to productiv- 
ity. In addition, the licensees 
are paid an operating fee for 
extracting the oiL “The more 
efficient we are, the higher 
the return," said Mr Wheela- 
han. 

So far 33 operating con- 


tracts have been awarded, hi 
the third round of biddin g 
last June, the winners paid a 
combined J2.1bn for the 
right to exploit the oilfields. 
PDVSA has retained c ontro l 
of the country's mainstream 
oil fields. “We are looking at 
the possibility of a fourth 
round of bidding in 1998," 
says Erwin Arrieta, mmiiitw 
of mingy and energy. 

PDVSA is also offering 
“strategic associations" to 
companies which want to 
participate in the extraction 
erf its heavy crude reserves 
In the fast-developing Ori- 
noco belt region in the east 
of the countr y . The I200bn- 
barrel reservoir - of which 
an estimated 276bn barrels 
are recoverable - is probably 
the second-largest in the 
world after the Caspian 
fields in central Asia. 


Extr action of the reserves 
is relatively cheap at about 
$1.20 per barrel but expen- 
sive to refine at $4 to $5 per 
barrel So for, five projects - 
each linked by pipeline to a 
refinery or upgrads" in the 
Jose complex on the east 
coast - have been approved, 
with companies such as 
Mobil Statoil, Texaco and 
Exxon participating. An esti- 
mated $l5bn will be invested 
by 2006. 

PDVSA is also raising 
investment throngh 
profit-sharing agreements 
with foreign and domestic 
counpaTiiiBfl. Whining bidders 
receive oil exploration 
rights which, if successful, 
must be opened up to 35 per 
cent participation by 
Corporation Venezolana de 
Petrdleo, a wholly-owned 
subsidiary of PDVSA. The 


PDVSA AMD THE ECONOMY* by Stephen Fidler 


A rare case of well- 


Divisions exist 
over the pace of 
change required 
at the state oil 
company 

Whatever else Venezuela's 
political leaders have done 
ova: recent years, they have 
at least had the good sense 
not to kill the goose that 
lays the golden eggs. In a 
state where most 
government functions are at 
an advanced stage of 
deterioration, the state oil 
company Petrdleos de 
Venezuela (PDVSA) Is a 
beacon of efficiency and 
probity. 

By the lights of national- 
ised oil companies elsewhere 
in Latin America, PDVSA 
stands alone. International 
oilmen who deal with it say 
ft may not be as efficient as 
the world’s big privately- 
owned oil companies, but 
that it demonstrates remark- 
able professionalism. In a 
country where government 
is so often associated with 
corruption, the state oil com- 
pany is remarkably free of it 

One reason for this is that 


the company, created with 
the nationalisation of 14 for- 
eign-owned companies in 
1976, inherited from its prin- 
cipal former owners - Shell 
and Exxon — two strong, if 
separate, corporate cultures. 
These cultures have proved 
stubborn enough to resist 
any tendency to incorporate 
the company into the rest of 
the government 

Yet the opening of the oil 
sector to private capital that 
has occurred since 1993 rep- 
resents a huge management 
challenge to the organisa- 
tion. To deal with it, top 

managipmanf has announced 

a sweeping reorganisation 
that will merge its three 
operating subsidiaries into 
one. While that in the long 
run may be necessary to 
manage the challenge of 
producing 7m barrels per 
day by 2007, much of it in 
co-operation with private 
companies, in the immediate 
future it win complicate it 
Oilmen report some confu- 
sion in the fields about the 
reorganisation. 

Humberto Calderdn Berti, 
a former oil minister, consul- 
tant and current potential 
presidential candidate, says 


that while he agrees with 
the opening, the company 
has too many things going 
on at the same time. 

The effort has to be very 
big financially and opera- 
tionally," he says. “If we 
want to use the expansion of 
the oil sector for the maxi- 
mum benefit to the econ- 
omy, a certain gradualfty is 
advisable. We have to slow 
down to allow national com- 
panies to be involved as 
much as possible.” 

However, Luis Giusti, the 
PDVSA president, rejects the 
criticism. There is no ques- 
tion in my rninri that this 
company has to reorganise 
itself,'* he says. “You have to 
do this Cost, because if yon 
drag your feet you are not 
going to succeed.” 

The reorganisation was 
already yielding benefits in a 
more efficient and rational 
use of resources than was 
possible under the old struc- 
ture, he says. The reorgani- 
sation was expected to add 
S12bn in net present value 
terms to the company, equiv- 
alent to one-third of the com- 
pany^ medium-term invest- 
ment programme in the oil 
sector, and almost a quarter 


PDVSA production and exports 



normal 34 per cent income 
tax applies to projects which 
succeed. The exploration 
risk is wholly assumed by 
the licensee. 

Executives at PDVSA, 
which is estimated to have a 
net worth of over SlOObn, 
have little doubt that the 
opening of the oil sector will 
pay dividends. But the com- 
nanv. which is also investing 


in expanding Its overseas 
refining capacity in Ger- 
man y, the US and elsewhere, 
stops short of envisaging its 
wholesale privatisation in 
the long term. 

"For political and social 
reasons, PDVSA wifi remain 
in state hands," says Mr 

RinlnflSfl. 


increased profit-sharing with 
the Venezuelan public, be 
adds. "The relationship 
between the Venezuelan 
public and PDVSA has 
always been arins-langth 
because it has been interme- 
diated by the state. -But this 
will no longer be the case. 


inns, — — “ . . 

However, this We do not want m 
nreclude PDVSA enclave separate Erma the 


oiled efficiency 


of the overall programme. 

He says the main concerns 
were to ensure the continu- 
ity of operations during the 
transition. The other was to 
avoid the politicisation of 
the organisation. 

For if the company is 
important now - the oil sec- 
tor accounted for 26 per cent 
of GDP last year and 78 per 
cent of exports - it will 
become even more central to 
the Venezuelan economy if 
oil volumes more than dou- 
ble, as is planned. 

This has raised questions 
about whether an economy 
which already booms and 
busts with fluctuations in oil 
prices will become even 
more erratic with higher vol- 
umes. Ramdn Espinasa, 
PDVSA’s chief economist, 
argues to the contrary. 

"The economy as a whole 
will be much more stable 
with stable prices. We are 
basing our programme on 
growing volumes with 
steady prices." he says. 

“This circle is different to 
the 1970s. The upward spikes 
were short-lived because 
they were price cycles. We 
are talking about volume 
cycles now which are very 


long lasting. The increase in 
revenues win be gradual and 
the quality of those revenues 
different.” 

This raises in turn the 
question of how Venezuela 
will be able to ensure steady 
prices, and the extent to 
which its policies will be 
compatible with those of its 
partners within the Organi- 
sation of Petroleum Export- 
ing Countries (Opec). 

Mr Espinasa accepts that a 
new institutional relation- 
ship between the company 
and the state will have to be 
devised. According to his 
projections, fiscal revenues 
from oil will double over the 
next decade even at steady 
nominal oil prices. This 
explained the importance of 
the macroeconomic stabilisa- 
tion fund now before the 
Venezuelan senate into 
which excess cdl revenues 
can be channelled, thereby 
avoiding their monetisation 
into the economy. 

Another important issue is 
the likely appreciation of the 
real exchange rate brought 
about by rising ofl produc- 
tion, and the impact of this 
on the economy. . . 

The decision to go for 


growth in oil will also 
require changes in the rela- 
tionship between, the oil sec- 
tor and Venezuelan society. 
In the past, this relationship 
was always intermediated by 
the government through 
taxes, encouraging rent seek- 
ing behaviour from society 
at all levels. Since 1991, 
tttvpc have been reduced. 

PDVSA now has 160 pri- 
vate partners, many of them 
national in various projects. 
It has also begun a pro- 
gramme to promote the par- 
ticipation of Venezuelan 
investors. The Association 
for the Development of Oil 
Industry Investment (Sofip) 
was created in 1995 and is 
developing a variety of 
instruments aimed at 
encouraging individual Ven- 
ezuelans to invest in oil pro- 
jects. 

“We have to change the 
link between ofl and society. 
For decades the link was 
purely fiscal and ail had no 
apparent link to the coun- 
try... hut we have been 
chang in g the state ofl activ- 
ity into a national activity. 
We have managed to privat- 
ise all this activity,” says Mr 
GiustL 
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MBHUiQ • by Adam Thomson 

A wind of 
change is 


There axe some 
encouraging signs 
that new life is 
being breathed 
into the sector 

Iji August, Placer Dome 
began development of what 
will be the largest gold min- 
ing operation in Venezuela's 
history. The Canada-based 
company was one of several 
foreign concerns which 
received environmental 
licences to exploit the coun- 
try's rich subsofl. 

President Rafael Caldera’s 
administration Is hoping the 
renewed activity will 
breathe life into a sector 
which for decades has taken 
a back seat to off. Compli- 
cated and lengthy processes 
for obtaining operating and 
environmental permits have 
for years frustrated attempts 
to stimulate the sector. 

But now the government 
is t r yin g to change the situa- 
tion. A package of legislation 
currently before Congress 
to reactivate mining, 
making it attractive - and 
accessible - to private capi- 
tal. 

The central plank of the 
legislation consists of 
streamlining the existing 
maze of bureaucracy to 
make foreign investment 
easier and quicker. There is 
also an initiative to create a 
mining - superin tendency to 
coordinate and regulate the 
industry. . 

“If we manage to push 
through all the thin gs we 
have planned, mining could 
represent at least 5 per cent 
of GDP in the medium- 
term, ” says Angel Franco, 
the energy and wrings minis- 
try's hydrocarbons director. 
That compares with only 1 
per cent at the moment 

There is concern, however, 
that the proposal could face 
delays in a Congress which 
has -a - heavy- business pro- 


gramme. Several key debates 
' - including next year's bud- 
get approval - could push 
the mining legislation to the 
back of the queue. 

Strong opposition on 
environmental grounds 
could also hold up its pas- 
sage. Mr Caldera's adminis- 
tration has not impressed 
environmental lobbyists at 
home or abroad. There are 
fears that, in a Congress 
where the government is in 
a minority, the opposition 
parties will use the environ- 
mental platform to win sup- 
port ahead of next year’s 
elections. 

The sector is expanding, 
however, in spite of the 
delays. The state's industrial 
and mining company, Cor- 
pora cion Venezolana de 
Guayana (CVG), recently 
announced a concession pro- 
gramme to explore vast 
tracts of land in south-east 
Bolivar and Delta Amacuro 
states for gold and dia- 
monds. Under the scheme, 
private companies invest 
risk capital to explore blocks 
of 5,000 hectares each and 
then enter into partnership 
with CVG to develop the 
commercial phase of the 
operation. 

Foreign companies have 
received other positive signs 
from the government Early 
this year the administration 
passed a measure under 
which foreign companies 
embarking on new invest- 
ments would be exempt from 
paying 16.5 per cent value 
added tax during the first 
five years of preproduction 
activities. 

A recent executive decree 
regulates land use of impor- 
tant areas with mining 
potential. The decree la 
aimed primarily at combat- 
ing the illegal mining car- 
ried out by thousands of 
individuals without permits 
or environmental licences. 

The most encouraging sign 
is the recent issue of a num- 



tnauguration ot the Placer Dome/CVG gold mine at Las Cristinas 


ber of environmental 
licences to large-scale min- 
ing projects. 

At Las Cristinas mine, 
750km south-east of Caracas, 
Placer Dome has just revised 
its estimate of total gold 
reserves to 11.8m ounces. 

The company, together 
with its partner. CVG. esti- 
mates the development cost 
of the site to be 8600m. The 
mine is expected to produce 
an average of 450,000 ounces 
a year for more than 14 
years, at an average cash 
production cost of about 8200 
per ounce. 

Miners Lama de Niquel, a 
subsidiary of Minorco, 
recently concluded a funding 
arrangement to allow the 
company to develop a signifi- 
cant nickel deposit, contain- 
ing 34m tons of recoverable 
reserves. The company is 


estimating an investment of 
$450m and expects produc- 
tion to begin in the first 
quarter of 2000. 

Geologists say that Vene- 
zuela's Precambrian Guyana 
Shield contains what are 
probably the richest deposits 
of gold and diamonds in the 
region. With the Las Cristi- 
nas mine, combined with the 
recent opening of the gold 
and diamond rich imataca 
Forest Reserve, CVG alms to 
boost national gold produc- 
tion from its current official 
10 tons a year to 25 tons 
within five years and to 50 
tons in 15 years. 

Iron ore and coal prospects 
are also good. The energy 
and mines ministry esti- 
mates total coal reserves - 
including those in the proba- 
ble and possible categories - 
at about 10.2bn tonnes. Mea- 


COMMBBCE AND BORDER RELATIONS • by Adam Thomson 

Talks on free trade 
are gathering pace 


Run Raymond Coin 

sored reserves total 576m 
tonnes. Production last year 
totalled -L3m tonnes, and the 
ministry expect this to reach 
8m tonnes annually by 2000. 

The country’s mmmg sec- 
tor still represents higher 
risk than Venezuela's recent- 
ly-liberalised petroleum sec- 
tor, however. Foreign com- 
panies say there is little 
geological information avail- 
able, and indications of total 
reserves are sketchy. 

Even so. the risk has not 
prevented foreigners freon 
moving in. “Companies may 
still free delays in obtaining 
licences," says Pedro Tinoco, 
president of the Venezuelan 
Mining Chamber (Camiven), 
but they are prepared to 
wait. “The bottom line is 
mining potential." he says, 
“and Venezuela has a lot of 
that." 


Tariff barriers are 
being dismantled 
as Caracas shows 
its intent to 
develop links 

When Venezuela suspended 
negotiations with the Merco- 
sur - the four-nation South 
American trading block - in 
favour of reaching an agree- 
ment with its southern 
neighbours through the 
Andean Community, it sent 
a dear signal to the region 
that free trade was high on 
President Rafael Caldera's 
agenda. 

Tariffs are being disman- 
tled in the Americas, and 
Venezuela is now co-signa- 
tory to a growing number of 
free trade agreements 
throughout the region. Nego- 
tiations are under way with 
the Caribbean trading block 
Caricom, and the govern- 
ment is developing stronger 
trade links with Costa Rica. 

Venezuela, like its neigh- 
bours, is working towards a 
34-nation Free Trade Area 
for the Americas (Alca). 
which proposes the develop- 
ment of tariff-free commerce 
between members by 2005. 
“We have already made sig- 
nificant advances," says Mig- 
uel Burelli Rivas, Venezue- 
la’s foreign minister. “By 
2005 we win be one single 
area of free trade." 

Trade analysts say the 
imm ediate test for Alca is 
the outcome of talks 
between Mercosur and the 
rejuvenated Andean Com- 
munity. which includes 
Venezuela. 

Freddy Rojas Parra. Vene- 
zuela's trade and commerce 
minister, is confident the 
two groups will reach an 
agreement before the end of 
this year. He says the nine 
countries involved have 
already exchanged lists of 
products to be included in 
any agreement. Remaining 
is the treatment of a number 
of sensitive areas such as 
agriculture. “Now that we 
have concrete lists to negoti- 
ate. progress will be quick," 
he said. 


An agreement with Merco- 
sur - comprising B razil , 
Uruguay, Paraguay and 
Argentine - is expected to 
stimulate Venezuela's still 
small trade of around $l-5bn. 
The only significant trading 
partner among them at pres- 
ent is Brazil, which accounts 
for 3 per cent of Venezuela’s 
exports and provided 4J2 per 
cent of its imports in 1996. 

Venezuela’s total exports 
last year amounted to 
ffwflfrn, op from $i8.6bn in 
1995 as a result of high oil 
prices- Imports in 1996 fen 
ULS per cent to gS.lbn. The 
trade and commerce minis- 
try says the foil was mainly 
the result of freeing foreign 
exchange controls. 

While Venezuela’s natural 
role in the wider region is 
seen as a provider of petro- 
leum and energy, the gov- 
ernment has tried to pro- 
mote the country’s 
non -traditional exports, 
which include some metals, 
textiles, shoe manufacture 
and specialised agricultural 
products. 

During the first half of this 
year, the con-traditional sec- 
tor exported goods worth 
$1.9bn. up 10.6 per cent on 
the comparable period last 
year. The goal is to reach 
86bn a year in non-tradi- 
tional exports in the medi- 
um-term, says Mr Rojas. 

But with Venezuela's state 
oil company, PDVSA, plan- 
ning to double oil production 
by 2006, experts fear the non- 
traditional sector may be hit 
by a strengthening local cur- 
rency. 

But as the region's trade 
barriers come down, Vene- 
zuela's role as a regional 
supplier of energy and petro- 
leum is becoming apparent. 
A bilateral free trade agree- 
ment with Brazil, signed in 
1994. is providing Venezuela 
with a massive potential 
market In Brazil’s remote 
northern frontier. The Cal- 
dera administration plans to 
triple crude oil exports to 
Brazil to 450,000 barrels per 
day by 2005. 

Venezuela is also develop- 
ing electricity exports to 
Brazil's Roraima state. The 


Venezuelan state's Electrifi- 
cacion del Caroni (Edelca) 
baa signed a contract to sup- 
ply Brazil's Electronorte 
power company with up to 
200MW of electricity. As part 
Of the deal, Electronorte will 
pay Edelca $80m to construct 
a 400km power line to carry 
the electricity to the border. 

Venezuela's abundance of 
petroleum has now made it 
the largest oil supplier to the 
US market. President Bill 
Clinton confirmed Venezue- 
la’s growing importance to 
the US this month when he 
belatedly included a visit to 
the country on his tour of 
South America. 

“The US now recognises 
that no other oil producer is 
as reliable or as loyal as 
Venezuela," says Mr Burelli 
Rivas. Trade links between 
the two countries have 
improved significantly since 
last year. 

Trade with Venezuela's 
neighbour, Colombia, has 
also taken off since the two 
signed the G-3 free trade 
agreement, together with 
Mexico. Although the agree- 
ment is less than three years 
old. Colombia has now sur- 
passed the US market as the 
primary destination of Vene- 
zuela’s non-traditional 
exports. 

However, while trade 
between the two countries 
prospers there is mounting 
diplomatic friction stemming 
from bonier incidents. 

As the Caldera administra- 
tion strives to open regional 
markets, same sectors of the 
economy are concerned they 
will not be able to compete 
with imports. The country's 
forming lobby Is highly criti- 
cal of greater regional inte- 
gration, arguing that 
national production will be 
outstripped by cheap prod- 
ucts from neighbouring 
countries. 

So for. it has not been the 
case. Last year, Venezuela 
exported goods worth $1.7bn 
to its Andean neighbours, of 
which $l.3bn were non-oil 
exports. Hie Andean Com- 
munity, by contrast, 
exported only 8814m of goods 
to Venezuela. 


iv gets 
i track 


Venezuela - 

A Secure Destination for Investors 




FOGADE 


On account of the hanking crisis of 1994, in which half of 
the financial system collapsed, the Venezuelan 
Government gave financial assistance to banking 
institutions, amounting to the equivalent of 1 1 per cent of 
GDP, in order to give security to depositors and preserve 
die stability of tbe system. The Fund for the Guarantee of 
Deposits and Banking Protection - FOGADE - was the 
organism responsible for helping the banks and guarantee 
the public's deposits. 

At this time, FOGADE is carrying out the function of 
liquidating entity of die assets received from the banks 
and, up until now, has recuperated for the country 653 
thousand 260 million 216 thousand 311 Bolivars, 
equivalent to 46.73% of the capital invested in financial 
Esther Hotctolal de MargvCs w ^ hank a in the past financial crisis, which 

amounted to 1 bflbon 398 thousand mfllkm Bolivsre. 

Between December 1995 and the presets lime, FOGADE has transferred to the private 
sector, through the mechanism of public auction, assets amounting to the equivalent of 
more than one thousand 314 million dollars, which represents an intense and coordinated 
Mm effort, whose fruits can be seen in die successful sales of the Banks Venezuela, 
Republics, Latino and Tcqueodama, as of seven insurance companies. 

With the sale erf the finmvnw! institutions belonging to tbe State, foreign banks entered 
Venezuela with the incorporation of such groups as Banco Bilbao- Vizcaya, Banco 
Santander, Corporation Colombiana de Aborro y Vivienda (Da vivien da) and Chase 
Capital Partners, National Bank of Canada and the Infisa Group. 

FOGADE also successfully concluded the sale of six seats on the Caracas Stock 
Exchange, Service and Telecommunications Companies, where foreign investors have 


OPPORTUNITIES 

It is important to point out font the process far sale of assets used by The Fund for die 
Guarantee of Deposits and Banking Protection was the public auction system which 
guaranteed complete transparency and security for the purchasers. The system has 
allowed many well known investors to choose Venezuela and FOGADE for the 


All tbe public auctions, conducted in the head offices of the Institution, are carried out in 
accordance with the dictates of the Financial Emergency Regulation Law and by the 
regulations issued by the Emergency Financial Board. Each step is executed in 
accordance with dear and transparent rules, in the presence of officials of the Institution, 
representatives of tbe Rscalia and the General Procurator of the Republic, the general 
public and interested investors. 

In (he second half of 1997. FOGADE plans to sell its shareholdings in die banking 
insurance industry, insurance, agroindustrial and service sectors. Assets to be auctioned 
include the Banco Popular y de fas Andes, La Confederadon de Canada (Insurance 
company). Vigibanca, (valuables transport) Empresa Carnica Y unreal. Segralca. 
Cranpanis Financier* Imemactional (Colombia). Conduetores de Alumimo del Carom 
tCABELUM), Gnipo Siderpro. Tonefactora Latiooamericana and Manoveca. 

CAPITAL MARKETS 

POGADE also has a substantial amount of dares that are quoted oa the Caracas Stock 
Exchange, which belong to both financial institutions and companies from the mdkistnal 
sector Tbe behaviour of the market over the current year has registered a substantial 
growth, with an increase in die number of transactions, amounts negotiated and a posnrve 

variation in prices. 

TOURISM SECTORS 

FOGADE began die process of selling hotel assets under its raxtrolwlth the invitation, 

through press advertisements, for investors to take part m the pubbe offering of tfr: Ptmta 

S3&Wtoma beach hotel, located in Puerto La Cruz, tbe mam tounst and business 
emit* in the northeastern regfcffl of Venezuela. 

Hotel Puma Paima is a boildrDg designed for tourist lodging. The service category is four 


star, il has 181 rooms, 3 restaurants, 2 bars. 4 banquet and convention rooms and 4 shops. 
In addition, there are sports and recreation areas, a private beach, a pool for adults and 
children, tennis court, gymnasium and sauna. 

Continuing with die programme for the transfer to tbe private sector of tourist hotel 
assets, FOGADE will soon put up for sale ten hotel assets, with 4 and 5 star 
classification. Far an indirect total of 2.230 rooms, located in die best tourist development 
areas of Venezuela. All the hotels are completely operational, as FOGADE, with the 
object of preserving its property and thinking of tbe future privatisation of the assets, has 
contracted to this end the services of companies (operators) of great national and 
international prestige. 

Within the Caribbean tourist market. Venezuela shows itself to be a promising 
alternative. Besides offering its beaches, il has geographical diversity - mountains, 
tropical and humid jungle that allows for adventure tourism. This is an excellent 
opportunity for foreign investment, for the tourist development of the region and die 
economic growth of the country, within tbe frame of the just issued Casino Law. 


Holds for Sale 


Type 

Category 

Location 

Rooms 

Beach Hotel 

4* 

Puerto La Cruz 

181 

Beach Hotel 

3* 

porbmur 

4 1 

Beach Hotel 

4* 

Poriamnr 

276 

Beach Hotel 

5* 

Puerto La Cruz 

138 

City Hotel 
Buriness/Pteasnie 

5* 

Barquisixnelo 

136 

Hotel for City 

5* 

Chuao, Caracas 

457 

Businesg/Pleasure 



180 

Beach Hotel 

4* 

Margarita 

290 

Bea-’b Hotel 

3* 

loan Griego 

168 

City Hotel 

Business/PIcasurc 

5* 

Maturin 

212 

Beach Hotel 

3* 

H More. Estado 
Anzoaiegiri 

70 


Hotel 

PunlB Palma 

Kamarala 

suites 

Coro-Coro 

Vista Real 

Jimhara 

Eurobuildiag 

Rooms 

Suites 

Playa El Ague 
Villa El Griego 
Mondial Largo 

Puerto El Vigia 


REAL ESTATE 

Since tbe beginning of die auction process. FOGADE has passed to die private sector a 
total of 409 properties, derived from financial aid operations, for an amount over 77 
t housand 553 million Bolivars. FOGADE has always used for property sales the 
mechanism of public auction. 

In tf»e property sector, there are two auctions per month of approximately 30 properties 
each, during which a speedy mechanism allows to auction an asset every 10 minutes, in 
the presence of investors and the general public. The policy of public offering of these 
assets takes into consideration movements in the national property market, so as to obtain 
tbe best profit from the sales. 

FINANCIAL SECTOR 

With the merger of the An din o and Popular Banks, FOGADE is contributing to the 
steering of regional banking towards new tendencies through which tbe Vene zu el a n 
financial system is passing. 

With the merger of the two banks into one new financial institution called Banco Popular 
y de fas Andes, tbe country will have a more solid banking entity able to offer new and 
better client services. 

FOGADE has invested 16 thousand million Bolivars in the recuperation of these two 
financial institutions. The merger gives added value to the sale and in this way FOGADE 
will 1 ms able to better recuperate part of the foods that were involved in the financial crisis. 
By auctioning the Banco Popular y de los Andes, FOGADE will be offering investors an 
important network of offices distributed in areas erf high development potential, a solid 


growing deposit base, a healthy financial institution with high profit potential, based an 
high levels of liquidity, its own investment portfolio and low operating costs. 

Tbe Compania Financiera tawnacional is another asset from the financial sector that 
FOGADE hopes to auction over these six months. This is a co mmer cial finance company 
with a network of offices in the principal dries of Colombia (Bogota, Cali. Medellin, 
BarranquQla, Ibague, Bucaramanga and Nava). 

Amongst the services offered are the purchase and sale of shares in Colombia’s Western 
Stock Exchange (Bolsa de Occidcnte), in the Fixed and Variable Income markets, 
offering investment advice to diems, act as an intermediary in the Stock Exchange and 
collect client's tides upon maturity, amongst other services. ' 

INDUSTRIAL SECTOR 

The Siderpro Group is a corporation whose fundamental purpose is the manufacture of 
seamed steel tubes for low and high pressure fluids. Its products are manufactured 
following stria process controls in order to fulfil the requirements of manufacturing 
standards. The companies that make up the Siderpro Group are: Sidcroca. Proacero, 
Prose inca, Siderpro, Sersioca, Seguridad and Vermasioca. Tbe company is at present 
operating under a scheme of sub-contracting purchase orders to SLDOR. 

Conduetores de Alunuuio del Caroni (CABELUM) is a company dedicated to the 
manufacture of aD types of electrical conductors, especially of aluminium. The company 
can process up to 24 thousand metric tons of aluminium annually in its continuous 
melting tine, with a capacity for producing 14 thousand metric tons of redraw rod per 
year. 

CABELUM's market is principally Europe and Latin America (basically Chile. Peru and 
Colombia). The company currently exports 80% of its production, which is one of its 
principal attractions. 

SERVICES SECTOR 

The Confederacion de Canada is the last insurance company that FOGADE has in its 
portfolio. This insurance company has a technical and operational infrastructure that is 
highly efficient in tbe handling of individual and group insurance, is recognised in tbe 
insurance m arke t as a medium sized company with qualified personnel and the support of 
important re-insurance companies. Up until now, as we pointed out before, seven 
insurance companies have been transferred to the private sector, recuperating for the 
nation around 19 thousand million Bolivars, and even more im portant, changing Ae face 
of dte insurance market in Venezuela. 

The company was founded in Canada in 1946, with the insurance company. 
Confederation Life Insurance Company, with headquarters in Toronto. 

Another company soon to he auctioned by FOGADE is VIGIBANCA, a company 
offering surveillance and security services for properties, specifically the protection of 
goods, transport and custody of documents, money and valuables in general. This 
company used to belong to Financiera Latino Group. 

AGROINDUSTRIAL SECTOR 

Tonefactora Latmoamericana is another company that FOGADE hopes to auction before 
tbe end of the year. This company is in the business of producing, processing, distributing 
and selling coffee. It occupies an area of 10,000 Sq. Metres. 

FOGADE INFORMS 

Having perfected the sale process of fixed and moveable goods and tbe financial crisis 
being overcome, FOGADE began an institutional campaign with the purpose of 
informing; orienting and explaining to the general public, especially to clients of the 
financial institutions, tbe functions of FOGADE and die characteristics of the financial 
instruments that it guarantees. Tbe object of this informative campaign is to make the 
public aware of the guarantees that the Law offers to their deposits, in tbe event of die 
intervention or liquidation of a financial institution. 

Alongside tbe publicity campaign, Fognde has installed die information telephone line 
SOO-FOGADfi (808-36423) through which The general public (savings account holders, 
investors, students etc.) can obtain information about FOGADE at no cost. Additionally, 
for further information, there is tbe marketing unit in charge to attend interested 
investors, Tel: (582) 541-1644542-0942 or Rue (582) 542-1242. 
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PWVATTSATyOHS * by Edward Luce 


Pre-poll limbo 
hits sell-offs 


Sidor steel group 
is expected to 
attract plenty of 
overseas interest 
- and a $4bn tag 


The Venezuelan public is 
having to get used to the 
unthinkable. Several times 
this year power blackouts 
have plunged much of the 
country into darkness. 
Despite being the largest ofl 
producer in the Americas 
and a surplus producer of 
electricity, industry execu- 
tives say the public might 
have to tolerate this inconve- 
nience far some tm yp 

"The Venezuelan power 
sector is suffering from 
chronic under-investment,” 
said Alberto Poletto, presi- 
dent of the Venezuelan 
Investment Fund, which is 
In charge of the country's 
privatisation programme. 
"The sooner we can put the 
electricity sector into private 
hands the better for every- 
body." 

Mr Poletto admits that 
electricity privatisation is by 
no means a done deal T.ficp 
much of the remainder of 
the government’s privatisa- 
tion programme, legislation 
to modernise the country's 
electricity sector appears to 
have been put an ice by the 
Venezuelan Ckmgress. 

With just 15 months to go 
before congressional and. 
presidential elections, politi- 
cians are shrinking from tak- 
ing measures which could 
dent their electoral appeal 
Legislation which has not 
been enacted by December is 
unlikely to go through 
before 1999. Congress con- 
venes for just three months 
in 1998. 

Other bills which are in 
danger of stalling Include 
approval of the privatisation 
of the state’s al uminium 
holdings, the sale of Vene- 
zuela's largest steel com- 
pany. and the liberalisation 
of the country’s growing pet- 
rochemical sector which is 
badly in need of more for- 
eign capital. 


Enactment of these bills 
would complete the govern- 
ment’s privatisation agenda, 
which has incft irtpd the 40 
per cent initial public offer- 
ing of CANTV, the telephone 
monopoly, which raised $lbn 
lest November, and the pri- 
vatisation of much of the 
country’s haniripg sector the 
following month. 

Despite its impressive 
track record, some believe 
the government is losing the 
political win to push the 
remainder of its privatisa- 
tion agenda onto the statute 
books. "President Caldera is 
still- not convinced in his 
heart of ttfcfeenaflts of priva- 
tisation, 1 " said Humberto 
Calderon Berti, a farmer all 
minister and possible presi- 
dential contender. "The gov- 
ernment has allowed the 
process to slow down.” 

However, analysts believe 
there is still a probability 
that the sale of Sidor. the 
state steel company, will go 
ahead before the end of -the 
year. The sell-off, which - 
including its separate steel 
tube facility - is expected to 
raise up to $4bn, making it 
the country's largest to date, 
is considered less politically 
troublesome than others 
before Congress. "The priva- 
tisation of Sidor is popular 
with the Venezuelan public,” 
said Roger Silver at Deut- 
sche Morgan Grenfell in Car- 
acas. 

As the last of the main 
steel privatisations in Latin 
America. Sidor has already 
attracted Z1 interested 
bidders, including Ispat, 
the TntKaw steel group* * mr ^ 
a South American group 
comprising Slderar (owned 
by the Argentinian group 
Techint), Usiminas and 
CSN from Brazila, and 
Sivensa, Venezuela's largest 
private sector steel 
company. 

Once Congress has 
approved the sale, the state 
will announce the base price 
and give interested parties 
two months to submit bids. 
The union which represents 
the company’s 12,000 
employees, will maintain a 


20 per cent stake in the com- 
pany. Majority foreign con- 
trol is permitted. 

Steel's relative distance 
from the day-to-day wpcprn? 
of ordinary consumers 
means the privatisation is 
unlikely to generate much 
popular opposition. The 
same carmot be said far elec- 
tricity. Erwin Arrieta, minis- 
ter for mines and .energy* 
says that congressional 
opposition to electricity pri- 
vatisation is based cm fear of 

a popular backlash over 

higher electricity tariffs. 

Companies such as Cadafe, 
the country’s largest elec- 
tricity company - which 
made a loss of over $500m in 
1996 - have been unable to 
maintain their distribution 
networks because of lack of 
capital. Tariff rates have 
failed to keep track of infla- 
tion for several years, and 
an estimated 40 per cent of 
electricity outside of Caracas 
is lost through theft and 
leakage. 

"I say to congressmen, Tf 
you want to reduce prices 
further maybe we can all 
light candles’,” said Mr 
Arrieta. "Ultimately, if we 
want reliable electricity we 
have to pay for it.” 

Industry executives, how- 
ever, are pessimistic about 
the chances of pushing 
through a bill to revamp the 
sector before the elections. 

The bDl, which would cre- 
ate an independent regulator 
of the sector and result in 
the phasing out of electricity 
cross-subsidies, would set a 
framework for the privatisa- 
tion of most of Venezuela's 
transmission and distribu- 
tion utilities including 
Cadafe, Enelbar, and Enel- 
ven-Enelco. Privatisation 
could sffll go ahead without 
the framework law but ana- 
lysts believe foreign compa- 
nies would submit much 
lower bids in the absence of 
a proper regulatory environ- 
ment. 

Francisco Agnerrevere, 
president of Electriddad de 
Caracas, the country’s larg- 
est privately-owned electric- 
ity company. Is pessimistic 



THE PUBLIC SECTOR * bv Raymond Colitt 

Reform must 
a twisting roi 


All around there 
is evidence of 
decaying offices 
packed with too 
many workers 


Doing business in Venezuela 
requires more red tape and 
implies mate legal ins ecuri ty 
than in most other countries 
in T^tin America. According 
to a recent survey conducted 
by fo* public/private Divest- 
ment promotion agency Com- 
apri, a corrupt and ineffi- 
cient state sector, 
particularly the judiciary, is 
the lading rapcp.m of inves- 
tors in the country. 


“One of the weak points of weak per day! 


nue, the public sector in 
Venezuela grew larger and 
more convoluted than dse- 
where in Latin America. Yet 
wilh the collapse of "the ou 
price and the onset of the 
debt crisis, the flow of petro- 
dollars slowed to a trickle, 
leaving Utile more than an 
empty of bureaucracy. 

According to a study car- 
ried out by the planning 
ministry, the social security 
institute (IVSS), for instance, 
could operate with only 7,000 
to 10,000 of the 55,000 work- 
ers an its payroll The same 
studied indicated that a 
quarter of the physicians 
were charging the IVSS for 
an average of S3 - hours of 


Priv a ti satio n of Ataaa ahmWita may be ataBod Pt*** v™ mmh 


about the chances of a work- 
able regulatory system, being 
in place before 1999. Earlier 
this mouth, Mr Agnerrevere 
told shareholders that the 
company would step up the 
pace of its diversification 
drive to further reduce its 
exposure to the electricity 
sector. 

The company's bitterness 
about the situation is com- 
pounded by the fact that the 
government is over $50m 
behind in settling its bills 
and will not take into 
account foregone interest 
when it finally settles the 
arrears. "If you look at the 
history of Venezuela you 
will see that private compa- 
nies cannot rely on the gov- 
ernment’s track record,” 
said Mr Agnerrevere. “We 
must have a legal framework 
in place for a rational pric- 
ing system. Presidential 
decrees are not enough.” 

Whether the hill goes 
through or not, electricity 
privatisation is likely to 
start in the near future with 
the sale of Nueva Esparta, 
which supplies electricity to 


the island of Margarita. 
Although it is «mali in scale, 
the transaction would be 
viewed as symbolic of the 
g o vernment’s commitment 
to private ownership of the 
sector. 

Elsewhere, few place any 
hopes on Congress approv- 
ing the sell-off of the govern- 
ment’s aluminium concerns 
before 1999. Unlike the 
remainder of the govern- 
ment’s privatisation pro- 
gramme, there is little sign 
of consensus on the need to 
sell t jy* state's aluminium 
holdings. 

Opponents complain that 
- unlik e in the steel and 
electricity sectors - the pri- 
vatised aluminium and 
bauxite mining group would 
face no obvious domestic 
competition. Others say that 
aluminium is too much of a 
cash cow for congressmen to 
let go of it “There are a lot 
of interests in Congress 
which are finan ced by alu- 
minium,” said Mr Calderon. 
"I very much doubt it will he 
privatised In the near 
fixture.” 


our democratic state is 
undoubtedly the judiciary, 
which has deteriorated over 
the years," says President 
Rafael Caldera. 

- The Venezuelan public 
sector employs l_3m people, 
or one-sixth of the country's 
workforce. In downtown Car- 
acas, the decaying public 
offices, packed with lowly- 
paid employees are the most 
visible sign of a state that is 
crumbling. 

Public services are often 
available only to those with 
clout or money. The most 
striking Illustration of that 
mtwb earlier this year when 
the Colombian drug lord 
Justo Pastor Perafan pres- 
ented a legal Venezuelan 
identity card when he was 
arrested. Most Venezuelans 
queue for days in the hope of 
receiving their identity 
papers, while many have 
been unable to leave the 
country because officials 
have run out of passports. 

A proposal to revamp the 
office of identification was 
shot down by critics only 
months ago, allegedly as a 
result of budget constraints 
and fraud. 

Basic public services, from 
health to justice and educa- 
tion, are in such a poor state 
that a report by the control- 
ler-general said “the state is 


As a result of the virtual 
collapse of the system, many 
branches of the public sector 


‘There is 
nobody in tins 
country who is 
opposed to 
overhauling 
the judiciary' 


— iwrfmiing teachers, the 
military, and the state oil 
company FDVSA - have cre- 
ated parallel social, security 
systems. 

Widespread discontent 
with poor public services 
provides the government 
with ammunitio n to attack 
corruption and inefficiency. 
“There is nobody . in this 
country who is opposed to 
overhauling the judiciary,” 
says Humberto Calderon 
Berti, a former energy minis- 
ter and possible presidential 
candidate. 

But the government has 
made little progress. “We did 
not reform the state to the 
extent we would like," says 
President Caldera, underlin- 
ing the social cost of laying 
off workers, which in Vene- 
zuela also implies immense 


dissolving into chaos and .financial costs. 


inefficiency”. 

Fuelled by decades of 
seemingly endless oil reve- 


Mr Caldera admit s to lack- 
ing the sup p o r t to tackle the 
powerful unions. “State 


reform is difficult because it 
depends not only on the 
executive but also on the leg- 
islature, Judidary and the 
unions, which in Venezuela 
are i mp ortant factors. 

Teodaro Petkoff, the plan- 
ning minister, says: “A dra- 
matic reduction of the public 
sector would cause colossal 
political and. social chaos.” 
With unemployment run- 
ning at 12 per cent, accord- 
ing to official figures, large- 
scale Job losses are not feasi- 
ble, he says. - • • ' 

The public sector , unions, 
who take all the workforce 
under their wing and are 
backed by political parties, 
Kidd tremendous power. As 
a result of stiff opposition 
from entrenched bureaucrats 
and their political allies, the 
government has had to rein 
in its target of cutting 80,000 
jobs over three years. Only 
17,000 - 1-3 per cent - public 
sertor employees have so far 
lost their jobs. - 

“Only a massive mobilisa- 
tion of public opinion can 
overcome that kind of oppo- ■ 
sition," says Mr Petkoff, who 
faced the staunch opposition 
of and political par- 

ties first-hand at the negotia- 
ting table. 

jn real terras , the govern- 
ment’s current expenditure 
has increased 20 per cent in 
1997. While the central gov*, 
eminent payroll has 
decreased slightly, new job6 
have been created in local 
and regional governments, 
resulting in a net increase. 
The hulk of the public sector . 
payroll is in the ministries of 
health and education. 

Critics say the minority 
go v ernment, which relies on 
support of the populist 
Action Democrat! ca party, 
lacks the wherewithal to 
push reform. 

“There is no political will 
to restructure the public sec- 
tor” says Aureho Conch eso. 
director of the influential 
federation of industry and 
commerce, Fedecamaras. In 
an election year it will be 
even more difficult for the 
government to advance with 
its modest state reform 
agenda, he says. 


Approaching 
the future with 


Backed by over a 


hundred years 

of experience in the supply of 
the best electric service in the 
Venezuelan capital. 


La Electriddad de Caracas 



was determined to 


participate in the 


international power industry. 


The joint acquisition, with 


Houston Industries, of 56,71% of the 


Colombian company Energfa del Pacifico (EPSA) 
stocks, we are committed, once again, to face 


the coming challenge of the globalization era. 


La Electriddad de Caracas 

y sns empresas filiates 


http: // edc-ven.com 
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